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¢ In the Record ° 


Profit Sharing for Retirement Income 

The problems of the senior citizen, as everyone knows, are 
very much in the news today. And a large percentage of the 
difficulties faced by the sixty-five-and-over group revolves 
around the substantially reduced income that retirement 
brings to most people. 

In the light of current living costs, many companies are 
aware that their pension benefits are inadequate. And yet, 
a substantial increase in pension allotments may be a finan- 
cial obligation that the firm is unwilling to risk in the face 
of future business uncertainties—just as a small firm may 
feel unable to risk committing itself to any pension plan 
at all. 

A possible answer seems to be deferred profit sharing— 
often used in the large firm as a supplement to the basic 
pension plan and in the small firm as a substitute for one. 
In such a plan, the company’s contributions are geared 
directly to the profitability of the business in that year. So 
the firm is not saddled with costs it cannot afford to meet 
in times of a business downturn. 

The article starting on the next page surveys the history 
of deferred profit sharing since the 1930’s and examines the 
role of such plans in business and industry today. 


Making the Most of Employee Benefit Improvements 

The Greek god Proteus was a difficult man to get hold of. 
When grabbed he could assume different shapes and forms, 
thus exasperating his pursuers. In modern times, with the 
spread of deferred and indirect systems of compensation, 
employees in many companies are experiencing comparable 
difficulty in grasping the full dimensions of what is usually 
a many-sided compensation package. Often, companies find 
it necessary to periodically review the benefits they provide, 
lest employees forget or remain unaware of the extent of 
the protection. 

Recently, Hardware Mutuals decided to expand its bene- 
fits program. The company chose this occasion to launch a 
dramatic campaign to show the many ways in which it 
protects its employees. How the company used its com- 
munications media and how it provided for continuity in its 
fringe benefit story is examined in the article beginning on 
page 12. 

@ e @ 


The “Work Practices”’ Issue—A Current Labor Problem 
An avalanche of conflicting claims and charges has left 


many a citizen attempting to follow the work-practices con- 
troversy thoroughly confused. What are the facts behind 


this labor-management struggle? Do customary work rules 
hamstring management in making progress, as some com- 
panies claim? Or is the issue a ruse to undermine reasonable 
working conditions and weaken organized labor, as some 
unions assert? 

At a recent Conference Board Round Table, a spokesman 
for railroad management and a representative of the Steel- 
workers’ union deadlocked on these questions. Balancing 
these two protagonists, a Harvard Business School professor 
stated that “the work practices issue is coming to the public’s 
attention against a background of improving, not deteriorat- 
ing, worker efficiency.” However, especially in industries 
where intermittent employment is a problem, the professor 
observes, restrictive work practices do exist. And their final 
elimination will not come, he concludes, until some solution 
to the underlying problem has been devised. 

This timely Round Table begins on page 18. 


IAM and UAW Coordinate Bargaining Efforts in 
Aircraft-Missiles Industry 


Individual unions have not always been known for their 
brotherly attitudes toward each other. Competition more 
often than cooperation has marked their relationships, par- 
ticularly when they bargain in the same industry. 

So, when the Machinists and the Auto Workers worked 
out a program last August to coordinate their bargaining 
efforts in the aircraft-missiles industry, not everyone took it 
too seriously. Certain events since then, however, have lent 
substance to their plan for joint action. 

With several major labor contracts in aircraft-missiles 
expiring in May and June, it may be of considerable interest 
to look at the record of UAW-IAM coordinated effort. The 
article on page 10 gives the seven items originally agreed on 
as the basic bargaining pattern and traces events since then 
that have a bearing on the possibility of these two unions 
achieving their goal of industry-wide uniform agreements. 


Mister Magoo Has a Physical 


The American Cancer Society has a new educational film, 
produced to show to employee and other groups. Recognizing 
the all-too-human failing of trying to ignore what is frighten- 
ing or unpleasant, the film humorously depicts Magoo’s at- 
tempts to escape from any mention of the word cancer. Just 
how the nearsighted Magoo is finally convinced that he 
should have a regular cancer-detection physical is indicated 
in selected clips from the cartoon film which are reproduced 
on pages 7, 8, and 9. 


Profit Sharing 
for Retirement Income 


HE CONCEPT and practice of sharing company 

profits with employees has had a persistent, if 
somewhat checkered, role in the American enterprise 
system for nearly a century now. The first plan for 
which there is a definite record was installed by the 
Bay State Shoe and Leather Company of Worcester, 
Massachusetts in 1867. Although it is not recorded 
how long this plan remained in effect, the subsequent 
history of profit sharing indicates that if it was typical, 
it may not have had a long life. For profit-sharing 
plans have been particularly susceptible to the ups 
and downs of the business cycle: each upswing has 
resulted in a rash of new plans, each downturn has 
brought abrupt terminations.’ 

As might be expected, then, the postwar economy 
has had its share of new profit-sharing plans. But 
there has been a basic shift in the objectives and the 
structure of these new plans. In the Forties the typical 
profit-sharing plan was of the type now called “cur- 
rent distribution”; that is, the share of company profits 
earned by employees in any year was distributed to 
them in cash at the time. Thus, the result was a cur- 
rent wage supplement.” 

But the quest for economic security that has char- 
acterized the postwar years has changed this emphasis 
on supplementing take-home pay. The characteristic 
profit-sharing plan being installed today is deferred 
profit sharing; that is, payment of the share of profits 
earned in any year is deferred until termination of 
employment, with the emphasis on providing retire- 
ment income.’ 

This article summarizes basic statistical data on this 
new role of profit sharing in company employee benefit 
structures. 


THE GROWTH OF COMPANY RETIREMENT PLANS 


The accompanying chart illustrates the growth of 
retirement-income plans during the last two decades. 
The data are from statistics released by the Internal 


See, for example, “Profit Sharing and Other Supplementary 
Compensation Plans Covering Wage Earners,” Studies in Personnel 
Policy, No. 2, 1937. 

?In one sense, this still is the most “important” form of profit 
sharing, for it underlies almost all executive extra-compensation 
systems, whether of the “year-end” bonus variety or the formalized 
executive bonus plan. 

*For a recent analysis of profit-sharing plans for rank-and-file 
employees, see “Sharing Profits with Employees,” Studies in Per- 
sonnel Policy, No. 162. 


Revenue Service on the number of plans approved 
under Section 401 of the Internal Revenue Code. For 
the most part, these are either pension plans or de- 
ferred profit-sharing plans.+ 

An analysis of all the qualified plans indicates the 
following three distinct growth periods, each with 
its own pattern. 


1. A relatively rapid growth of qualified plans dur- 
ing the war years. 

Although the number of qualified plans increased 
sixfold in the decade prior to 1940, five years later, as 
the end of the war approached, almost eleven times as 
many retirement plans had been added (Table 1). 
The increase in these plans is particularly noticeable 
between September, 1942 and the end of 1944; some 
5,800 plans were qualified during this period alone. A 
key to this growth, of course, was the wartime wage 
controls; in order to attract and hold a work force, 
management looked to the fringe items. And high 
corporate tax rates meant that a significant part of the 
cost of these fringe benefits could be financed with 
dollars that might otherwise have gone into taxes. In 
this context, the special tax treatment accorded ap- 
proved deferred plans assured the growth of retire- 
ment-income plans as a wartime fringe. 


2. A continued growth, but at a reduced rate, of 
qualified plans in the immediate postwar years. 

Although about 1,000 qualified plans per year were 
installed from 1945 through 1951, this yearly growth 
was only about half that of the war years (see Table 
1) . While favorable corporate tax rates and the special 
tax rule on these deferred plans continued as a posi- 
tive growth factor, there is little doubt that the end- 
ing of wage and salary controls reduced the intense 
wartime interest in fringes. The rate of growth of 
qualified plans in this period reflects, perhaps, the 
more “normal” interest of management in retirement- 
income provisions in a society becoming more and 
more security conscious. 

3. A tremendous increase in the rate of growth dur- 
img the Fifties. 

In the early 1950’s new momentum to the growth 


*The number of plans is a net figure: approved terminations in 
each period were subtracted from initially approved plans. The con- 
tinuity of the data on approved terminations is broken briefly in 
1955; therefore terminations during the first half of 1955 are esti- 
mated. The data also include some 100 stock-bonus plans. 
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of retirement plans was provided by organized labor’s 
drive to bargain pension plans for their members; 
thus, the number of plans qualified in fiscal 1952 was 
almost double the number for each of the two pre- 
ceding years (Table 1). And by the end of the decade, 
the rate for new plans was 6,500 a year. This figure 
undoubtedly is the product of a number of factors, 
including continued union pressures, all merging to 
keep the installation of new retirement plans at their 
peak. Not the least important of these factors is the 
role of deferred profit sharing. 


THE GROWTH OF DEFERRED PROFIT SHARING 


Until 1955, the Internal Revenue Service did not 
differentiate between pension plans and deferred 
profit-sharing plans in issuing statistics on the number 
of plans approved. However, in 1947 the agency re- 
leased an analysis of the types of plans qualified prior 
to August, 1946. Despite this ten-year gap in the data 
on deferred profit-sharing plans, it is apparent, as can 
be seen in Table 1, that the growth of both pension 
and deferred profit-sharing plans has followed the pat- 
terns already described: a sharp upturn during the 
war years; reduced activity immediately after the war; 
and a big jump in the early Fifties, with the upswing 
continuing so that at the end of the decade, new plans 
were being added at a rate considerably above the 
war years. 

However, of much more significance is the fact that 
an increasing proportion of the plans approved each 
year have been the deferred profit-sharing type. Prior 
to 1940, only 6% of new retirement plans were based 
on profit sharing. This jumped to 35% during 1940-42, 
dropped first to 28% in 1942-44, and then to 25% dur- 
ing 1945-46. When the series begins again in 1955, 


deferred profit sharing accounts for 35% of all new 
plans. By the end of the decade, 45% of the retirement 
plans approved during a year are deferred profit- 
sharing plans. 

The chart illustrates in graphic form the growing 
importance of deferred profit sharing over the twenty 
years since 1940. By the end of the Fifties, some 54,000 
retirement plans had been approved by the Internal 
Revenue Service.1 Somewhere between 19,000 and 
21,000 of these plans are deferred profit sharing, ac- 
counting for 32% to 38% of the total plans approved 
over the years.” 


THE ROLE OF DEFERRED PROFIT SHARING 


In the usual type of pension plan, a company deter- 
mines the level of retirement benefit that it will pro- 
vide and then each year sets aside the amount that is 
actuarially necessary to support these benefits. Thus, 
the company has taken on a cost that, in general, will 
not vary in terms of its ability to pay. 

The basic attraction of deferred profit sharing as a 
retirement-income device, however, is the direct rela- 
tionship between company expenditure for employee 
retirement protection and the profit level of the com- 
pany. The company merely promises to contribute— 
for those years in which a profit is recorded—a speci- 
fied share of these profits. Of course, from the em- 
ployee’s point of view, there is a basic disadvantage 


152,646 by September 30, 1959. This is a net figure; approved — 
terminations have been subtracted. 

2 If it is assumed that 25% of the plans approved between Sep- 
tember, 1946 and July, 1955 (the years in which specific data are 
not available) are deferred profit sharing, then the total number of 
deferred profit-sharing plans shown in Table 1 is approximately 
18,600. If it is assumed that 36% of the plans approved during that 
period were deferred profit sharing, the total is 20,600. 


Table 1: Qualified Retirement Plans, 1930-19592 


All Retirement 
lans? 


Pension Plans 


Deferred Profit-Sharing Plans 


Number 


Annual Number Annual % of All Retirement 
Plans 


Added Rate Added ate Added Rate 
Before 71980) to .ae. en -110 — 105 _— 5 _ 5% 
1/1/30-12/81/89 .......... 549 55 517 52 ay 3 6 
L/LVAOE 9/1 /4@) ooh ee. 1,288 483 843 316 4A5 167 35 
9/2/42-12/31/44 .......... 5,839 2,502 4,208 1,803 1,631 699 28 
1/1/45- 8/81/46 .......... 1,584 950 1,189 713 395 237 25 
9/1/46- 6/80/48 .......... 1,888 1,030 — — — — — 
i 1/48-\6/ 30/40) see e cle o e 896 896 — — —— — es 
7/1/49- 6/80/51 .......... 2,517 1,259 _— —_— — — — 
7/1/51= 6/80/52) 5.1... 2.347 2,347 —_— — — — — 
7/1/52- 6/80/53 .......... 3,657 3,657 — — - — — 
7/1/53- 6/80/54 .......... 4,204 4,204 — — — — — 
7 /1/64- 6/80/55...) 2 cess. 3,291 3,291 —_— — — 7 _— 
U/L 55= 6/80/56 4... en 4,141 4,141 2,658 2,658 1,466 1,466 35 
7/1/56- 6/80/57 .......... 5,734 5,734 3,302 3,302 2,423 2AQS 42 
7/1/57- 6/80/58 ........>. 6,484 6,484 3,543 3,543 2,926 2,926 45 
7/1/58- 6/30/59 .......... 6,496 6,496 3,581 8,581 2,893 2,893 45 
7/1 /59-12/31)/50 eccrine 3,275 _ 1,618 _— 1,633 —_— — 


1 Plans initially 
2 Includes a sma! 


if 


ualified by Internal Revenue Service less terminations approved during the period. 


number of stock bonus plans. 
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in this arrangement. He cannot know what his retire- 
ment benefit will be, as it will depend primarily on the 
profitability of the company during his working years. 

However, despite this drawback, deferred profit 
sharing, as would be expected, is particularly appeal- 
ing to small companies. Many of these small firms, 
trying to operate in a security-conscious environment 
which encourages retirement-income benefits, must 
face the primary consideration of whether they can 
afford a retirement-benefit program. Profit sharing 
assures that company funds will be spent for this pur- 
pose only when earnings are sufficient for the task. 

That deferred profit sharing as a retirement-income 
device has in fact been essentially a small-company 
phenomenon is indicated in Table 2, which shows the 
average number of employees in companies installing 
new deferred profit-sharing plans approved by the 
Internal Revenue Service. In the 1940-46 period the 
average number of employees in companies installing 
new plans was 472; for the period 1955-59, the average 
was 245 employees. 

It should be noted, too, that the average size of the 
profit-sharing companies has steadily decreased at the 
same time that deferred profit-sharing plans have be- 
come an increasing proportion of ali new retirement 
plans. It is also apparent that in each period the aver- 
age company installing deferred profit sharing is con- 
sistently smaller than the average company installing 
a pension plan. For example, average employment of 
companies installing pensions in 1940-46 was 1,052 
(compared with 472 in profit-sharing companies) and 
for the 1955-59 period, 366 (compared with 245 in 
profit-sharing companies). It will be noted that the 
average size of the pension companies has also steadily 
decreased over the period, but, in contrast to profit 
sharing, pension plans have become a decreasing pro- 
portion of all new retirement plans. 

These data accent the role of deferred profit sharing 
in the small company as a substitute for a pension plan. 
But in the larger companies, deferred profit sharing 
may be attractive as a supplement for a basic pension 
plan. For example, a company may not be able to 
afford the substantial commitments required for a 
pension plan with liberal benefits; therefore, the com- 
pany may install a pension plan with a small basic 
retirement income and depend on the profit-sharing 
plan to provide more adequate benefits. Similarly, the 
profit-sharing plan might be used so that benefits from 
the basic plan do not have to be continually revised 
upward in a prolonged period of inflation.? Finally, 


*A study of employee benefit funds administered by banks 
located in New York State in September, 1954 found that the 
average number of employees covered by some 588 deferred profit- 
sharing funds was 290. See “Pension and Other Employee Welfare 
Plans,” New York State Department of Banking, New York, 1954 
p.l. 

? A few companies have invested the profit-sharing fund entirely 
in common stock and use this equity fund to provide a variable 


. annuity as a supplement to the fixed benefit from the pension plan. 
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Table 2: Average Number of Employees in Companies 
Initiating Pension and Deferred Profit-Sharing Plans, 
1930-19591 


Frofit Sharing Plans Pension Plans 


Employees Number Employees Number 
per ° per of 
Period Company Companies Company Companies 
Before 1930 ........ 23,826 5 17,086 105 
1/80-12/89 ......... 806 32 2,529 517 
1/40- 8/42 ......... 571 445 2,558 843 
9/42-12/44 ......... 487 1,631 851 4,208 
1/45- 8/46 ......... 301 395 695 1,189 
* * * * * 
T/55-26/50). cnet: 160 1,579 487 2,824 
VATS VAM avers a ae 382 2,549 419 3,483 
WERE ELT We Oe 218 8,100 372 3,757 
1/08= 6/09" oe se. 117 2,396 272 3,834 
/BOAS/59 . 24 Ne. 124 1,728 233 1,746 


1 Plans initially qualified by Internal Revenue Service. 


deferred profit-sharing benefits, paid as a lump sum at 
retirement or in substantial installments, may allow 
an employee to make an easier adjustment to his 
lower-income level after retirement. 

But despite its use as a supplement in some com- 
panies, deferred profit sharing appears to be used most 
often as a substitute for a pension plan. For example, 
in a recent Conference Board study of 141 companies 
with a deferred profit-sharing plan only 40% also had 
a pension plan.! However, the larger companies with 
deferred profit sharing were much more likely to also 
have a pension plan than the smaller companies with 
deferred profit sharing, as shown below. 


Total Profit-Sharing W# ith Pension Plan 


Size of Company Companies No. 2. 
Less than 250 employees.............. 17 8 18 
COA OS CULO NG |e ners 8 Aare ieee ea 49 14 29 
OOO AO 90 siete eee whe teseds ty 51 Q4 47 
DMNA OVER vesivene sitet hs cess coshroces Q4 16 67 
CS Roy ET See rte ect eta 141 “BT 40° 


The above data do not, of course, indicate how com- 
mon deferred profit sharing is generally, either in con- 
junction with a pension plan or as the sole retirement- 
income plan. However, a recent Board survey of com- 
panies on the New York and American Stock Ex- 
changes revealed the prevalence of deferred profit 
sharing in the following industries.” 


Total_ With Deferred Profit Sharing 
Industry Companies No. % 
Manufacturing 272.2:..60.5: 400 75 19 
Binance ee escee sae 13 8 62 
Retail itraderama srr s ca 25 14 56 
Mining ee eee ‘13 38 23 
Transportation 35 Q 6 


Gas & electric utilities ........ 74 0 0 


* Excludes banks and insurance companies. 


1“Share Profits with Employees,” op. cit., p. 73. : 
* “Compensation of Top Executives,” Studies in Personnel Policy, 
No. 173, 1959. 


Of course, the percentages above, especially in the 
nonmanufacturing industries, are merely suggestive 
and do not present a precise picture of the prevalence 
of deferred profit sharing in these industries. The num- 
ber of companies involved is quite small, and these 
companies, by and large, are the largest in each indus- 
try. For example, only forty-eight of the 400 manu- 
facturing companies in the sample had less than 1,000 
employees. It might be noted that among the 352 
companies with more than 1,000 employees, there is 
no apparent relationship between the size of the com- 
pany and the prevalence of deferred profit-sharing 
plans. But, among these large companies sixty-one of 
the sixty-eight that have deferred profit sharing also 
have a regular pension plan. In other words, as was 
suggested earlier, deferred profit sharing is being used 
in these larger companies primarily to supplement the 
retirement income provided by a fixed-benefit pension 
plan. 

Mircueiit Meyer 
Harwanp Fox 
Division of Personnel Administration 


Communicating on Controversial Issues 


The touchy problem of handling communications 
dealing with controversial issues was the subject of a 
survey recently completed by the Department of Jour- 
nalism at the University of Bridgeport. Representa- 
tives of fifty-two large corporations, participating in 
the university’s National Industrial Communications 
Panel, were asked whether certain subjects were 
handled as part of the regular news flow of their 
organizations, or if they were the occasion for crisis 
communication tactics. 

Classed by the panel as an essential part of the 
regular news flow were communications concerned 
with automation, union negotiations, union representa- 
tion elections, product price increases, employee pay 
scales, guaranteed annual wages, right-to-work laws, 
and cost-of-living increases. Strikes and work stop- 
pages, in the panel’s opinion, were events calling for 
crisis communication tactics. A third of the panel 
members considered specific political issues as part of 
the regular news flow. 

Panel members were also asked to indicate the 
media they preferred to use in communicating infor- 
mation on these ten controversial issues. Here are 
their answers: 


Automation 
Media most used: Plant newspaper, plant magazine, com- 
munity newspaper 
Media sometimes used: Round-table conference, news- 
letters, community radio, letters 


Media not used: Individual conferences, mass meeting, 
daily bulletin, plant billboard 


Strikes, work stoppages 

Media most used: Letters, community newspaper, com- 
munity radio 

Media sometimes used: Newsletters, plant newspaper, 
bulletin boards, community TV 

Media not used: Reading rack, plant billboard 


Union negotiations 

Media most used: Letters, community newspaper, plant 
newspaper 

Media sometimes used: Newsletters, round-table confer- 
ence, community radio 

Media not used: Loud-speaker system, plant billboard 


Union representation elections 
Media most used: Plant newspaper, newsletters, letters 
Media sometimes used: Bulletin boards, mass meeting, 
community radio, community newspaper 
Media not used: Loud-speaker system 


Product price increases 
Media most used: Community newspaper, letters, news- 
letters 
Media sometimes used: Plant newspaper, plant magazine 
Media not used: Posters, loud-speaker system, reading 
rack 


Employee pay scales 
Media most used: Plant newspaper, daily bulletin, news- 
letters 
Media sometimes used: Individual conference, round-table 
conference, community radio 
Media not used: Daily bulletin, plant billboard 


Guaranteed annual wages 
Media most used: Plant magazine, letters, plant newspaper 
Media sometimes used: Community newspaper, com- 
munity radio, newsletters 
Media not used: Reading rack 


Right-to-work laws 
Media most used: Plant newspaper, community news- 
paper, letters 
Media sometimes used: Plant magazine, newsletters, 
posters 
Media not used: Loud-speaker system, daily bulletin, 
plant billboard 


Cost-of-living increases 
Media most used: Plant newspaper, letters, community 
newspaper 
Media sometimes used: Bulletin boards, community radio, 
plant magazine 
Media not used: Loud-speaker system, daily bulletin 
Specific political issues 
Media most used: Plant magazine, newsletters, plant 
newspaper 
Media sometimes used: Round-table conference, posters, 
mass meeting 
Media not used: Bulletin boards, community radio, loud- 
speaker system, plant billboard 


In general, the media most used in conveying infor- 
mation about these controversial issues were the plant 
newspaper, letters, the community newspaper and 
newsletters. 
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MISTER MAGO0 © 


NE MORE VOIE€E has been added to the chorus 

of boosters for periodic physical examinations. 

It is that of “The Nearsighted Mister Magoo,” a car- 
toon figure familiar to moviegoers. 

Mister Magoo is the protagonist in the American 
Cancer Society’s new educational film, produced to 
show to employee and other groups. 

The fifteen-minute film is described as a picture 
“for men only, but women are welcome”; its message 


.. Has a Physical 


is that each individual has a personal responsibility to 
protect himself from cancer. By showing Magoo’s re- 
luctance to face the situation, the American Cancer 
Society indicates the parallel to the many individuals 
who hesitate to have health checkups. 

Shown on these pages are selected scenes from the 
film, which is available from local units of the Amer- 
ican Cancer Society. Speakers are also available to 
answer pertinent questions following the film showing. 


Umbrella in hand, the nearsighted Magoo 
leaves home on a beautiful day. 


Magoo readily identifies himself with the 
golfer. 


Mister Magoo’s beautiful day has been 
ruined by cancer warnings he hears on 
his car radio. “What a depressing sub- 
ject,” he says as he escapes the radio by 
parking—rather hastily. 


“Let’s see what the news is,” he says, and 
opens the morning paper to an important 
story about cancer. But he ignores the 
cancer story and reads other, less im- 
portant items. 


But his smile changes when the announcer 
says that man is also very stupid if he 
doesn’t have that health checkup once a 
year. 


Magoo walks off but the radio message 
has started him thinking. “Cancer, 
shmanser, I’m a Sagitarius,” he mumbles 
to himself, adding “ho, ho, my little joke.” 


Magoo drives his car ovt of the garage 
(via the rear wall) and turns on the radio 
to hear:.“Today’s man is very smart; he 
takes the time to exercise and build up 
his body ... he golfs, hikes, plays ten- 
nis." 


As Magoo fumbles for the radio switch 
to turn off what he doesn’t want to hear, 
the voice tells him of the value of regular 
physical checkups for cancer and how 
this practice saves lives. 


But suddenly a new voice shakes him: 
“Do you know the seven danger signals 
‘of cancer?” 


ace ee 
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It’s a message from a sound truck, and “What a depressing subject,“ Magoo 
the voice proceeds to list the seven danger says. “Anyway, we Magoos just don’t 
signals as the truck moves on. have cancer.” 


He feels the bump and remembers an- 


Magoo gets hit by the hammer, and a other danger signal: A LUMP OR THICK-, 
lump appears on the top of his head. ENING 


“Unusual bleeding or sores that do not Magoo has had enough. “Oh, dear, I'd 
heal.” better get a checkup,” he decides. 


»“Next,” calls the doctor, and it is Magoo’s Magoo goes fearfully into the examining 
turn. room thinking “last of the Magoos.” 


Magoo finds himself before an amusement 
park fun house and thinks it’s a movie 
theater. 


Panicking, Magoo rushes to a nearby — 
concession crying: “Water, give me 
water.” ; 


| vOCTOR Fy Bt 


Back on the street, he encounters the de- 
livery van of a doctor’s supply company. 
Magoo mistakes the sign and enters the 
van in the belief it is a doctor's officé. 


As he enters the doctor's office, Magoo, 
_ who is certain he is to hear his doom pro- 
nounced; bids the world goodbye. 
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Depressed by the cancer warnings, Magoo 
seeks escape in what he thinks is a comic 
movie. 


Instead, he picks up cotton candy which 
makes him gasp and cough. He thinks of 
another danger signal: HOARSENESS OR 
COUGHING. ~ 


He walks up the ramp of the truck which 
contains pieces of furniture. 


He enters the fun zone and encounters a 
distorting mirror. “Oh! oh! This is Ma- 
goo?” he moans. Looking closely he 
notices his enlarged nose and remembers 
one of the danger signals: ANY CHANGE 
IN A WART OR MOLE. 


“Oh, too late,” he thinks and walks 
blindly on, passing a performer testing 
his strength. 


In a perturbed state, he wanders on and 
bumps into a stepladder that is holding 
a painter. 


“I hope this won’t take long,” he thinks 
as he sits on a couch to wait. 


Magoo gets smeared with red paint and 
remembers the voice that said: 


The moving men enter the truck to remove 
the couch which is to be delivered to the 
office of a doctor. Up-ended Magoo is still_ 
on the couch when it reaches the office. 
There he waits for his examination. 


But the scene changes. As the film ends, 

Magoo bursts from the examining room 

in his shorts to declare exuberantly, “1 

don’t have it. | don’t have it. Tum dee 
» dum—what a world! What a day!” 


» 


Magoo becomes a booster for physical | 


examinations. Clapping his hat to his 
head, he grabs an American Cancer So- 


ciety sword emblem off a cancer poster. 


Still in shorts, he rushes out to tell others: 
“I'm a staunch believer in checkups. Take 
the time man—(and woman). Don’t put 
it off} Get your checkup NOW.” 


IAM and UAW Coordinate Bargaining 
Efforts in Aircraft-Missiles Industry 


HE INTERNATIONAL Association of Machin- 

ists and the United Auto Workers have been 
attempting, in recent months, to put into effect a plan 
the two unions developed last summer to coordinate 
their bargaining objectives in the aircraft, missiles, 
and related electronics industry. 

In various localities across the country, each of 
a dozen or so of the largest companies has now be- 
gun or will soon begin its negotiations with repre- 
sentatives of one of the two unions. Of the two, the 
JAM represents the largest number of employees—ap- 
proximately 70% of the half million workers in the 
industry. The UAW represents the remaining 30%. 

As of this writing, strikes and strike threats have 
been kept to a record low in the industry this year. 
In a relatively few cases involving larger companies, 
a new contract has replaced the old one. More often, 
however, the old contract has expired without being 
replaced with a new one. Yet workers have stayed 
on the job. Meanwhile, union negotiators in some 
cases have rejected wage increases offered by the com- 
panies and have been striving to establish the bar- 
gaining pattern that the two internationals had agreed 
upon. 


Bargaining Aims Established Last August 


The bargaining pattern was hammered out by the 
IAM and UAW at a conference held in Kansas City, 
Missouri, on August 5-8, last year. According to a 
release issued by the two unions at the time, more 
than 400 representatives attended from “every prin- 
cipal aircraft and missile centér in the United States 
and Canada.” 

In the keynote address, IAM President Al Hayes 
traced the history of cooperation between the two 
unions over a period of at least ten years. He noted 
that in 1949, the two unions had been “as competitive 
as any two unions in the labor movement,” but they 
had then begun a process of “building a single purpose 
and a single program for the employees in this indus- 
try.” A major factor in this development was the no- 
raiding pact signed by the IAM and the UAW at the 
time, a pact which, said Mr. Hayes, eventually became 
the model for the AFL-CIO no-raiding pact. 


Seven Items in Bargaining Pattern 


The bargaining program decided upon at the Kan- 


sas City conference was, according to the conference 
report, adopted almost unanimously. The seven items 
agreed upon were these: 


e Wages—Determination of an actual cents-per- 
hour wage demand was postponed to a later date.1 
Agreement was reached on the specific “principles” 
on which the wage demand was to be based: 


1. Employees are entitled to a share in the 
annual improvement brought about by increased 
productivity. 

2. Wages should be adjusted regularly to keep 
up with increases in the cost of living. 

3. Skilled and technical workers should re- 
ceive earnings reflecting their skill and ability, as 
compared with similar workers in other industries. 

4. Wages should be raised to eliminate inequi- 
ties between job classifications. 

5. Job descriptions should be overhauled. 
These were condemned as “overlapping, padded, 
and inaccurate.” 


e Severance Pay—After completing a year of 
service, an employee should receive a half-day’s pay 
for each month of service, plus unused vacation or 
sick-leave pay. 

e Relocation Pay—If an employee is relocated, 
he should receive compensation for travel time and 
for maintaining two homes, or for disrupting and 
moving his home. 

e Union Shop. 


e Hospital, Surgical, and Medical Insurance— 
This should satisfy the “normal requirements” of 
both employees and retirees. Major-medical insur- 
ance should be established to provide coverage for 
catastrophe cases. Health insurance should be ex- 
tended for a “reasonable period” during layoff and 
leave of absence. 


e Life Insurance—This coverage should at least 
equal an employee’s annual income. 

e Pensions—These should be financed by the 
employer, funded systematically, and administered 
jointly with the union. Benefits should include a 


*In February of this year, however, The Machinist, the IAM 
journal, reported that top negotiators of the union had held a 
“price-tag” conference that set the wage increase which the IAM 
will seek in the industry at 7% a year for the next two years. 
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payment of $1,000 when the retiree dies and should 
be adjusted to changes in the cost of living. 


The possibility that some items on this list may be 
given priority is indicated in an article in the October, 
1959 issue of Solidarity, the UAW newspaper. There, 
it was said that joint bargaining demands “will place 
heavy emphasis on separation pay and relocation al- 
lowances, which are urgently needed because of inse- 
curity of employment growing out of shifts in defense 
procurement.” 

The same article also mentioned that among the 
items “high on the IAM-UAW bargaining agenda are 
the elimination of the abuses and inequities growing 
out of the industry’s job-evaluation plans and the 
achievement of the union shop where it does not 
presently exist... .” 


Is an “Industry-Wide Pattern" Possible? 


At a press conference held in connection with the 
IAM-UAW joint meeting last summer, the IAM’s 
President Hayes is reported to have said: “We are 
going to try and negotiate industry-wide uniform 
agreements. All major aircraft companies cooperate 
with each other during negotiations, and it is time 
we did the same.” 

Despite the coordination of efforts by the two unions 
in establishing and striving to carry out a contract 
pattern, some observers question whether a successful 
“industry-wide” bargaining effort is possible. 

On the one hand, the possibility of success is in- 
creased by the fact that so many of the labor contracts 
of major producers in the industry come up for re- 
negotiation this year. In this connection, the December 
31 issue of The Machinist points out significantly that 
“all but three of the forty IAM contracts and all but 
two of the UAW contracts with major employers in 
the industry are up for renewal in 1960.” 

On the other hand, it is important to note that the 
contract termination dates of many of the major pro- 
ducers are scattered throughout the spring and early 
summer. The “scatter effect” may be minimized if the 
various bargaining units continue to work even though 
their particular labor contracts have terminated. By 
June, the collective bargaining agreements of most of 
the large companies will have come to an end. A strike 
threat at that time against the major companies that 
still have not signed contracts may conceivably have 
the impact of a national emergency, raising the possi- 
bility of the invocation of the national emergency pro- 
visions of the Taft-Hartley Act. A very large propor- 
tion of aircraft and missile production is directly 
geared to national defense. Some estimates put this as 
high as 90%. 

At this writing, whether an “industry-wide front” 
is actually developing is by no means clear. Pointing 
toward such a development, the IAM and UAW 
report that they have turned down almost identical 
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company proposals at three of the East Coast plants 
of the United Aircraft Corporation. Approximately 
26,000 of the employees whom these unions represent 
at United are continuing to work without a contract. 
And in other companies either the IAM or the UAW 
has turned down company offers.1 


Several New Contracts Negotiated 


However, in a few cases local unions of the [AM or 
the UAW have actually signed collective bargaining 
agreements with employers in the industry. 

The Wright Aeronautical Division of the Curtiss- 
Wright Corporation signed a two-year labor contract 
last September with a UAW local representing over 
5,000 employees. The contract provided for an in- 
crease in wages and in vacations, hospitalization and 
life insurance benefits. 

According to the new vacation clause, employees 
who have fifteen to nineteen years of service receive 
three and a half weeks’ vacation pay but only three 
weeks’ vacation time. When the employee has twenty 
or more years’ service with the company, he will re- 
ceive four weeks’ vacation pay but still only three 
weeks’ vacation time. The contract also contains a 
wage reopening clause which becomes operative in 
September of this year. Another UAW local signed a 
collective bargaining agreement with the Fairchild 
Engine and Airplane Company, which did not provide 
for a wage increase. 

An IAM local representing approximately 8,000 
employees at the Republic Aviation Corporation, 
New York, signed a two-year contract which provided 
a package estimated by the union at 19.5 cents per 
hour, with an average wage increase of 8.5 cents in the 
first year, and 6.5 cents in the second. Also agreed 
upon are increased medical care and pension contri- 
butions. 

Among the major labor contracts expiring in May 
are the following: the Boeing Airplane Company (the 
contract expired April 22 and was extended to May 
8) ; the Lockheed Aircraft Corporation (May 12) ; the 
Convair Division of the General Dynamics Corpora- 
tion (May 15); North American Aviation (May 19); 
and the Douglas Aircraft Company (two major con- 
tracts, May 19 and May 25). 


AntHony P. ALFrIvo 
Division of Personnel Administration 


*Many of the contracts in the industry provide that they will 
automatically continue for yearly periods after the specific term 
has ended, unless one of the parties asks for modification. 


Cooperation and Conflict in Industry—Love and cooperation 
in industrial relations are more effective and lead to great- 
er efficiency than fear and authority, says the author. He 
attempts to support his point with an analysis of several 
case histories. By F. Alexander Magoun, Harper & 
Brothers, New York, New York, 1959, 258 pp., $4.50. 


Making the Most of Employee 
Benefit Improvements 


IKE FASHIONS, employee benefit programs 

change frequently. With fringes steadily on the 

rise,! most firms find it advisable, from time to time, 
to enlarge existing benefits or to add new ones. 

Some firms find these occasions a particularly good 
time to launch a communications campaign aimed at 
helping every employee to better understand and ap- 
preciate his stake in the entire benefits program.? Just 
recently, for example, Hardware Mutuals launched its 
communications campaign at such a time and is 
pleased with the results. 

Hardware Mutuals is a group of companies that sell 
casualty, fire and life insurance. It employs a total of 
3,740 employees at the home office in Stevens Point, 
Wisconsin and at thirteen district offices and twenty- 
three branch offices (which are supervised by the dis- 
trict offices) in all parts of the United States. 

The changes Hardware Mutuals decided to make in 
its employee benefits program were substantial. A 
new total and permanent disability plan was to be 
added; the group life policy plan was to be improved; 
and benefits under the retirement plan were to be lib- 
eralized. These changes were going to take effect on 
January 1, 1960. The communications campaign that 
paved the way for their coming ran from October 1 
to December 1, 1959. 

Significantly the plan made careful provision for 
getting the “communication story” to all management 
personnel first. This enabled them to be prepared in 
advance to answer the questions of their employees. 


OPENING THE CAMPAIGN 


The campaign got under way on October 1 with the 
posting of an announcement on all bulletin boards that 
the Notecaster, the employees’ monthly magazine, 
would be late that month. 

On October 5, the district managers notified all 
management personnel of the firm’s plans for com- 
municating the benefits changes. And shortly after- 
wards, on October 8, a phonograph record was deliv- 
ered to all Hardware Mutuals’ employees at their 
homes. It arrived as a pocket insert within a replica 
of the cover of the October Notecaster. 


*See “The Neglected Side of Fringes,” Management Record, 
April, 1959, p. 120. 

? See “Getting Across the Value of Employee Benefits,” Manage- 
ment Record, October, 1959, p. 332. 
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The front side of this cover pictured a couple walk- 
ing in the rain under the protection of an umbrella 
overspread with dollar bills and carried the caption: 
“An Umbrella of Personal Security Is Coming Your 
Way. ...” The reverse side of the cover explained 
that additional security was coming “.. . in the revised 
HM benefits program.” Then followed a preview of 
some of the articles that would explain the new pro- 
gram in detail in the pages of the October Notecaster, 
later in the month. 

The phonograph record brought a personal message 
from Carl N. Jacobs, the president of Hardware 
Mutuals. It was addressed to the employees and all 
the members of their families and began as follows: 


“I appreciate the opportunity of talking to you in your 
home about the most important changes ever made in 
our employee benefits program. Our companies want you 
and your families—every member of our Hardware 
Mutuals’ family—to know about these changes. For, in 
that way, you can make them a part of your own per- 
sonal security plan. 

“But before I tell you about the changes, let me tell 
you about our employee benefits program—why we have 
it and how it developed. ... ” 


Mr. Jacobs then proceeded to retrace the history of 
the program. Starting with 1920, when the first bene- 
fit (group life insurance) was provided, he went on to 
the other years when other benefits (pensions, cumu- 
lative paid sick leave, medical coverage, special death 
benefit, and disability pay) were added to the pro- 
gram to bring a growing measure of security to Hard- 
ware Mutuals’ employees and their families. 

Finally, he explained how the 1960 changes would 
improve the value of that security and suggested that 
all families review their personal security program 
each year to keep up with and be prepared to take 
advantage of the continuous financial protection it 
offers them. 


SUPERVISORS GET THE FULL STORY FIRST 


The next move in the campaign took place on 
October 13. On that date, a demonstration of the 
content and technique of the full “communication 
story” was presented for district managers as part of 
their regular home office conference. This demonstra- 
tion was repeated for other district management per- 
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sonnel between October 16 and October 19, and for 
other management personnel in branch offices on 
October 20. 

At these demonstrations, which included all mem- 
bers of the firm’s supervisory staff, each supervisor 
received: 


1. His individual employee benefit booklet (reproduced 
on page 14). 

2. An advance copy of the October Notecaster. 

3. A copy of a suggested step-by-step plan for explaining 
the benefit changes to employees at group communi- 
cation meetings. 

4. A new chapter of the HM supervisor’s manual, which 
spelled out the firm’s thinking with regard to the 
framework and philosophy of its compensation package 
and the responsibility that supervisors have for ad- 
ministering this package. 


Here, for example, is what supervisors are told in 
this new chapter of their manual: 


“As an employee yourself you know everyone wants a 
generous reward for his efforts. But as an employer-busi- 
nessman you must balance the interest and desires of em- 
ployees with the economic facts of life, ie., if you spend 
too much on employee compensation—the cost of your 
product will go so high that no one will be willing to 
buy. . . . The same thing works in reverse. If you are too 
miserly in compensating employees, the good, productive 
people will leave or refuse to work for you.... 

“Tt is your job as a supervisor-employer-businessman 
to administer the compensation package for your em- 
ployees. . . . It is important to recognize there is only one 
honest way to look at employee compensation practices 
and standards. That is to look at the whole compensation 
package. 

“You must do this because there are many ways of 
dividing compensation into wages, employee benefits, and 
working conditions. There always has to be someone who 
has a better holiday plan, a better vacation plan, or a 
better this or that. No one can design a compensation 
package of ‘better than’s’ or they will soon find their 
product priced out of the reach of its market. So it is 
necessary to look at the compensation package and make 
sure it properly rewards employees.” 


Next follows a discussion of the three divisions of 
the compensation package and of the duties they 
impose on supervisors. With regard to wages, for in- 
stance, there is the reminder that Hardware Mutuals’ 
wage and salary administration plan makes super- 
visors responsible for seeing that the work of their 
employees is correctly measured and evaluated, paid 
for at a fair wage rate, and reviewed regularly in terms 
of the contribution it makes to HM operations. With 
regard to employee benefits, it is pointed out that 
supervisors are responsible for interpreting the pro- 
visions and philosophy of the benefits program and 
encouraging maximum participation by carrying on 
a plan of continuous education and communication. 
With regard to the working conditions portion of the 
compensation package, supervisors are instructed that 
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they must stay constantly alert to the need for and 
means of improving such conditions and try in every 
way possible to gain the cooperation of their people 
in the proper maintenance of facilities and equipment. 

“These supervisory responsibilities,” the new chap- 
ter of the manual concludes, “can only be carried out 
by someone who knows and believes in the philosophy 
of Hardware Mutuals’ compensation package. It is 
assumed by your acceptance of supervisory responsi- 
bilities with Hardware Mutuals that you believe 
in and will follow and support this philosophy... . 
You are expected to pass on .. . your ideas and the 
ideas and reactions of your people to our compensa- 
tion package—what it presently does, what the com- 
pensation packages of other organizations provide, 
and what is desired. This is a regular communication 
responsibility you have as a representative of your 
employees.” 


CAMPAIGN CENTERS ON EMPLOYEES 


At this point, with all members of the supervisory 
staff in possession of the facts they might need to 
understand the new benefits program and to answer 
questions about it, the communications campaign be- 
gan concentrating on the employees. On October 20 
a general announcement was made of the dates on 
which group employee meetings would be held for 
the purpose of discussing the benefit changes. On the 
same date, the delayed October Notecaster was mailed 
to the homes of employees. 


Contents of the Notecaster 


The Notecaster’s pages were devoted, almost ex- 
clusively, to the new benefits program. Its outside 
cover remained the same as it was earlier in the month, 
when it came with the phonograph record enclosed. 
The flipside explained that just as an umbrella pro- 
tects people on rainy days, so the new HM benefit 
program will protect employees on financial “rainy 
days.” Above this explanation there appeared the re- 
production of a testimonial letter in which a consulting 
firm expressed the opinion that the new benefits plan 
“will put Hardware Mutuals among the top firms in 
the United States with respect to employee benefits.” 

To back up that opinion, the facing page (the first 
page of the magazine proper) offered a “Where We 
Stand” chart. It compared the retirement, group life 
and disability benefits of the new HM program both 
with those of the old HM program and with com- 
parable benefits in the programs of other prestige 
companies. The employees were asked to study the 
columns of this chart to see for themselves how well 
the new HM benefits program scored in the com- 
parisons. 

“Major Benefit Programs Changed and Improved,” 
a four-page article, followed. It examined details of 
the 1960 changes to show how they would increase the 
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total value of the stake that employees have in the 
six major benefit plans of the Hardware Mutuals pro- 
gram. 

Some of these benefit plans, readers were informed, 
would remain the same—the firm’s sick-leave plan 
(under which employees are allowed to accumulate 
sick-leave credits without limit); its special death 
benefit plan (which immediately pays up to four 
weeks’ salary to the family of any employee who dies) ; 
and its group accident and health plan (in which 
medical coverage is provided for employees without 
charge and for their families at reduced rates) . 

The value of the other three major benefit plans, 
however, would be improved considerably in 1960. 
First, a new total and permanent disability plan would 
guarantee disabled employees 40% of their annual pay 
(including Social Security disability benefits, if any) 
for each full year of their employment up to ten years. 
If they were with Hardware Mutuals more than ten 
years, the 40% guarantee would be continued until 
the normal retirement date, death, or recovery from 
the disability, whichever occurs earliest. Previously, 
total and permanent disability benefits were available 
only to participants in the group life plan and the re- 
tirement plan. Payment of such benefits under group 
life dissipated the insurance in force and left the 
disabled employee’s family without life insurance pro- 
tection; disability payments under group retirement 
were not made until after ten years of service. 

Second, an improved group life insurance plan would 
enable employees, after January 1, 1960, to get 
$3,000 life insurance at no cost to them and additional 
coverage at a cost of 50 cents per month per $1,000. 
Previously, it took five and one-half years of service 
to qualify for the $3,000 free coverage, while the cost 
of additional coverage had been set at 60 cents per 
month per $1,000. 

And, finally, a 1960 liberalization of the retirement 
plan would insure all participants with thirty-five 
years’ service at least 40% of their final pay (including 
Social Security) when their working days are over. 
Previously. only retirees whose final pay was less 
than $4,800 a year reached the 40% mark. To bring 
all retirement incomes up to 40% of final pay, Hard- 
ware Mutuals would buy the past-service credits of 
long-tenure employees and reissue them at their higher 
current value. Under the plan a company contribu- 
tion to the retirement fund of close to $2 million 
would make this possible and provide, in addition, for 
higher widows’ pensions. 

Summing up, the article admitted it would not be 
fair to total the use value of all six of the HM pro- 
gram’s major benefits since they are, to some extent, 
alternative rather than cumulative. But there was 
some point, it added, in developing a “per benefit 
use value.” To do so, it took the example of a thirty- 
five-year-old, ten-year employee who earned $6,000 a 
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year on January 1, 1960 and calculated the use value 
of each benefit to him as follows: 


Benefit Use Value 
Group accident and health (he chose the 
multimedical plan) ge eet ae we eee) hols 8 $ 5,000.00 
100 days of paid sick leave (assuming he 
USEC 2 Oud avis) ote lak een ey tetas all yt Aen 2,307.70 
Total and permanent disability (40% of 
ISH DAY Set ee Cee ee RNC Moe an 72,000.00 
Group life (HM pays for $3,000; he and 
HM share cost of another $11,000).................... 14,000.00 
Special death benefit (he’s eligible for 
TOUR weeks spay iawn dete dt Re haere 461.54 
Retirement income ($3,978 annually for 
an estimated 15 years after age 65) ........0......... 59,670.00 


Thus, the article concluded, “even though a total 
figure is meaningless because of the alternative nature 
of the plans, it is interesting to know that there is a 
$153,439.24 security program behind this $6,000-a- 
year man—for which at present rates he contributes 
about $405 a year.” 

Another Notecaster article, “What the New Retire- 
ment Program Does for You,” illustrated its point by 
calculating the monthly pension benefits that a cross 
section of HM’s personnel—a district manager, a de- 
partment head, a secretary and a salesman—could 
expect to receive on reaching retirement age. Here, 
for example, is how the case of the salesman was 
presented: 


Case Illustration—Salesman 
Employee: Jim Doe Position: Salesman 
Age: 56 years Tenure: 27 years 
Tenure at retirement: 36 years 
Average net earnings (1958): $1,100 per month—$13,300 
per year , 


“Assuming this salesman’s annual net earnings remain 
at this level until his retirement, the new program will 
produce the following changes: 


Eitomupreylous plas ters an eee. cooerere x0 oles $171 
From new plans: 
Additional past service .........0..:.cccscescnseeee: 169 
Estimated future service .........ccccccccceecees 198 
Estimated monthly retirement 
INCOME JA eA PEKOD) ee ae cates Gale each eS: $538 
Estimated Social Security ..........ccccccceeeeees 121 
$659 


“Retirement income including Social Security will repre- 
sent about 52% of pay prior to retirement, assuming earn- 
ings do not change for nine years until retirement. If 
earnings increase, the ratio of retirement income to earn- 
ings at retirement will be somewhat less.” 


The balance of the October Notecaster reported 
other aspects of the new benefits program. “Mission 
Accomplished” (a two-page center spread) pictured 
the various groups of HM specialists who had worked 
together to get the new program into operation as a 
circle surrounding a reproduction of the individual 
employee benefit booklet. “DPC Puts Benefits Plan 
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in Motion” explained how data-processing machines 
had simplified the storage of thousands of facts asso- 
ciated with the new program and would enable HM to 
keep these facts current. “Will Bill Live Too Long 
or Not Long Enough?” told how the HM group life 
plan can protect the family of an employee during 
his working years, while the HM pension plan leaves 
him financially independent during his retirement 
years. 


Group Meetings of Employees 


As already noted, a general announcement had been 
made on October 20—the day the Notecaster was 
mailed—of the dates on which group employee meet- 
ings would be held for the purpose of discussing the 
benefit changes. These meetings began on October 22 
—the day after Notecaster reached the employees. 
They were conducted (in connection with regular 
meetings and conferences) by the personnel managers 
at all Hardware Mutuals’ offices. 

Each group meeting lasted about an hour and was 
attended by fifteen to twenty employees. The imme- 
diate supervisors of the employees at each meeting 
were encouraged to attend, so they could get the feel 
of employee thinking about the benefits program and 
be better able to help them later on. 

The meeting opened with a discussion built around 
a series of flipsheets and charts and patterned along 
the lines of the suggested step-by-step plan previ- 
ously presented to supervisors. An effort was made, 
however, to tailor all illustrations of benefit changes 
to the particular interests of the different groups. 
When the discussion ended, a question and answer 
period followed. 


Individual Employee Benefit Booklet 


The climax of the meeting came when each em- 
ployee was given his individual employee benefit 
booklet. The pages of this booklet are enclosed in a 
brown plastic three-ring, loose-leaf binder with a back 
that extends two inches and buttons over the front 
to make a closed package. When closed, the binder 
measures 1114 by 7 inches, and carries the title and the 
individual employee’s name in letters of gold. The page 
size of the inserts is 11 by 5 inches. 

When opened, the booklet (see reproduction on 
page 14) offers the employee an individualized report 
of just how much the Hardware Mutuals’ benefit pro- 
gram is worth to him personally. 


e Under the tab “Illness and Accident,” he is 
reminded that he can accumulate one day of paid 
sick leave for each month he is not out sick more 
than half a day, and ruled space is provided for 
keeping a record of the days he accumulates. He is 
also given details about the HM group accident 
and health plan which will pay him up to $1,900 


($5,000 in the case of polio) toward the cost of any 
one illness or accident suffered by himself or a mem- 
ber of his family. 

e Under the tab “Total and Permanent Disa- 
bility,” he is assured that, in the event he becomes 
disabled, he will be guaranteed 40% of his annual 
salary (plus cost-of-living allowances) for a speci- 
fied number of years and that his group life in- 
surance policy will be continued—just as if he were 
working—at no cost to him. 

e Under the tab “Death,” he is advised that, in 
addition to group life insurance payments, Social 
Security, and retirement plan payments, his family 
will immediately receive one to four weeks’ pay 
(four weeks if he was with HM over three years) 
if he dies before retirement. 

e Under the tab “Retirement,” he is shown how 
to compute the exact amount he can expect to 
receive in retirement and Social Security benefits 
after he retires. He learns, too, that his group life 
insurance policy will be continued after his retire- 
ment for one full year, and will thereafter be re- 
duced at the rate of 20% a year until it reaches 
$1,500, where it will remain. 

e Under the tab “Vesting and Options,” he is in- 
formed of the effect his leaving Hardware Mutuals 
would have on his participation in the benefits 
program. In the case of the contributory retirement 
plan, for example, he is told that if he were to leave 
without a vested interest in the plan, he would get 
back all his contributions. But if HM contributions 
have already been vested (ordinarily, after ten 
years of service), he could then take a paid-up 
retirement income based on contributions to date 
or, in some instances, start drawing retirement 
benefits right away. 


The back cover of the booklet features an insert 
pocket. In this pocket the employee finds an en- 
velope for his will and three sheets of heavy-stock 
paper that give him, as an individual employee, an 
exact accounting of the current value of his participa- 
tion in the total and permanent disability, group life, 
and retirement plans. This arrangement was designed 
with a purpose. 

To show every participant his stake in the improved 
benefits program, Hardware Mutuals intends to have 
personnel managers or supervisors sit down with each 
employee on the anniversary date of his employment 
and review what the benefit program means to him 
personally. At these sessions, up-to-date entries will 
be made in each section of the individual employee’s 
benefit booklet. 

In this way, Hardware Mutuals has provided con- 
tinuity for its “communications story.” 


J. Roger O’Mzara 
Division of Personnel Administration 
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Keeping Technical Personnel on the Payroll 


HE SERVICES of engineers, chemists, physicists, 

nurses and others with specialized training are 
much in demand these days. High salaries are being 
offered. Yet, company executives complain, the turn- 
over of personnel in these groups is excessive. And the 
loss of key personnel, it goes without saying, can 
seriously affect any organization. 

Competitive bidding by universities, by government 
agencies, and especially among the companies them- 
selves accounts for many of the job changes of tech- 
nical and professional personnel. But this alone does 
not seem to explain the situation fully. Further 
analysis seems to be needed to account for the general 
unrest that is so apparent in these groups today. 

A salary differential of $500 or $1,000 probably 
would not be sufficient to lure many professional work- 
ers to another job unless they can see other advan- 
tages in the move. But if they feel that their work in 
the new organization will be more fully recognized 
and that their status will be higher and more re- 
spected, then the $10- or $20-per-week raise might tip 
the balance in favor of the offer. 

At this point the discussion boils down to what 
companies are doing—or not doing—about nonfinan- 
cial job incentives. Such incentives have long been 
used with executives, and there would seem to be no 
good reason why they should not be applied to make 
jobs at other levels in the organization more attrac- 
tive. There is no reason to suppose that a research 
engineer does not or cannot appreciate the “finer 
things in life” as much as a sales or financial vice- 
president. 

In the case of the research engineer, some of the 
“finer things” might include: 


e A title 

e A private office with attractive office furnishings 

e A private secretary 

e A research assistant 

e Encouragement to publish technical articles 

e Encouragement to join technical societies and to 
attend technical conferences at company expense 


These incentives would not necessarily be offered 
indiscriminately to all technical and professional per- 
sonnel. Some—such as the encouragement to publish 
technical articles—probably would be; but most of 
them would be reserved for recognition of outstanding 
ability and performance. And, along with the non- 
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financial incentives, of course, would be a salary com- 
mensurate with the man’s true worth to the company. 

But one nonfinancial incentive has yet to be men- 
tioned. Perhaps it is the most important of all. This 
single incentive—or its lack—may account for more 
companies losing more good workers and more com- 
panies holding on to more good workers than any other 
factor. This incentive, of course, is recognition and 
consultation. 

When it is in operation in a company, each indi- 
vidual is respected for what he is and for his contribu- 
tions as a team member. He knows he never will be 
lost in the shuffle regardless of how large his company 
grows. He knows that his ideas will be given full con- 
sideration in all things that affect him and his work. 
He knows that his right to be heard will never be 
abridged. He knows that from the first day on the job 
he will be encouraged to develop his abilities, to pre- 
pare himself for greater responsibilities, and to make a 
maximum contribution to the work of the organiza- 
tion. He knows that as he progresses he will have the 
full help and support of management. 

Under these circumstances, the worker is likely to 
find considerable satisfaction in his work. He is likely 
to feel loyal to the company. And it is unlikely that 
the grass on the other side of the fence will look any 
greener to him than the grass looks in his own back- 
yard. 

It should not be concluded from this that preferen- 
tial treatment for any particular group of employees 
is advocated. Technical personnel are cited simply be- 
cause their situation is generally known and because 
it seems to have special urgency today. 

Alert, progressive management, of course, is in- 
terested in practices that promote the efficiency and 
the job satisfaction of any and all workers. And man- 
agement usually is more than willing to go out of its 
way to appropriately recognize those workers who 
make an extra contribution to the success of the enter- 
prise. 

STEPHEN HABBE 
Division of Personnel Administration 


+ Companies have been known to recognize both in principle and 
in practice that a skilled technician or a gifted professional worker 
may contribute as much—perhaps even more—to the success of a 
group effort as a supervisor or a manager who stands above him on 
the firm’s organization chart. His base pay may reflect the high 
regard the company has for his services, or special bonus arrange- 
ments may be offered for outstanding performance and accomplish- 
ments. 


The “Work Practices’ Issue—A Current 
Labor Problem 


"Work practices" have proved a major stumbling block 
for both labor and management negotiators in recent 
months. And there is no indication that the issue will be 
any less difficult in the weeks and months ahead. It was a 
major factor in the steel dispute that resulted in a strike of 
119 days. It currently is causing headaches for the railroad 
industry and its operating unions. 

What are the specifics of the work practices problem? 
What is its connection with automation? Why have labor 
and management found it so difficult to reach an accord 
in this area? And how serious is the issue likely to be in the 
months ahead? 

These questions were discussed at a recent Conference 
Board Round Table by the following men: 


e James W. Oram, Vice President-Personnel, The Penn- 
sylvania Railroad Company 

e Philip H. Scheiding, United Steelworkers of America, 
AFL-CIO 

e E. Robert Livernash, Professor of Business Administra- 
tion, Graduate School of Business Administration, 


Harvard University. 


Andrew B. Holmstrom, Vice-President, the Norton Com- 
pany, served as chairman of the panel. 


The Issue in Railroads 


by James W. Oram 


UNION AGREEMENT generally defines work 
practices; it classifies job categories, and says 
who can do what. It may even go so far as to fix the 
size of the work crew in a given operation. Further- 
more, the labor contract establishes penalties for work- 
ing employees out of classification even on related jobs. 
Of course, when a provision controlling a particular 
work practice is first negotiated, it is normally done 
within the framework of existing circumstances. But 
whatever the origin of an individual job practice, it is 
simply good business—from the point of view of both 
management and labor—to review it periodically, with 
an eye toward updating obsolete methods. 
Of course, the labor theoretician will declare that 
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this is the purpose of collective bargaining. The union 
makes demands and the company offers counter- 
proposals. Because the mutuality of interests of labor 
and management is greater than their conflict, it is his 
premise that through reasoned discussion the two par- 
ties will come up with a new agreement entirely fair 
to both. That is the hypothesis. Actually it has little 
resemblance to reality. It discounts the power of the 
government and ignores the political and economic 
pressures that entrenched union interests can bring to 
bear on management to secure a desired objective. 

For these reasons collective bargaining—especially 
in the basic industries—has been far from free. Large 
unions advance highly publicized proposals on wages 
and fringe benefits. Their idea of a concession is to 
reduce the original asking price for industrial peace 
and then accuse management of being inflexible if it 
does not quickly accede to the new terms. Manage- 
ment is thus on the defensive, its major effort directed 
at holding down the score rather than seeking contract 
improvements. And the government’s role in labor re- 
lations has been very much like that of a doctor who 
asks the patient for a diagnosis and then inquires what 
kind of prescription he would like to have for a cure. 

The consequences of this one-sided approach are 
easily seen. Industry’s work practices have become 
hampered by “featherbedding.” Labor has refused to 
consider a solution to the problem. It would have the 
public believe that any move taken by management 
to improve or increase efficiency through the use of 
better machines, or through more effective job tech- 
niques, is aimed at destroying labor unions. Logically, 
this position, of course, is untenable. The elimination 
of unneeded or unwanted jobs—the modernization of 
yesterday’s working practices—does not imperil the 
cause of unionism. Indeed, it strengthens it. 

Why then does labor oppose these changes? The rea- 
son is that although labor unions depict themselves as 
the unselfish champions of their members, there is in 
fact, a growing separation between the goals of the 
membership and those of the leadership. I submit that 
the partisan interest of the men who rule labor is as 
much at the root of the widespread dispute that is now 
taking place in American industry over this issue as is 
any genuine rank-and-file concern over job security. 

Featherbedding is a case in point. In the current 
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railroad controversy, so much emotion is being gen- 
erated about work rules that some employees are per- 
suaded—as is at least a part of the public—that man- 
agement wants to change work rules not to strengthen 
the industry but rather to undermine the job security 
of the work force and weaken the strength of its 
unions. 

The short-term expediency of gaining a point by 
casting suspicion on the motives of an opponent is a 
device that was not created by the politicians of labor, 
although they use it exceedingly well. But union lead- 
ers cannot escape one economic law that operates 
beyond the power of any organization or government. 
It is this: If the workers want to make more money, 
they have got to produce more and do it as efficiently 
as possible. So long as a responsible company is ham- 
pered by artificial restrictions on its production capa- 
bilities it has no recourse but to seek to unshackle 
itself. 

In many industries, the case against featherbedding 
is difficult to explain in a way that the public can 
clearly understand. But the railroad industry is, to 
some extent, an exception. While its labor agreements 
are extremely complex, it is not difficult to show how 
continuance of certain outmoded work rules threatens 
the future of the railroad industry. After all, the man 
on the street doesn’t need an annotated guide to labor 
relations to realize that a fireman on a diesel loco- 
motive has laid down his shovel but continues to go 
along for a well-paid ride. For this reason, railroads 
may serve as a laboratory in which the public can be 
enlightened as to the economic consequences of 
“make-work” practices. 

There is nothing obscure about the origin of our 
work rules nor is there any secret about why they con- 
tinue to exist, even though many of them were formu- 
lated more than forty years ago when the iron horse 
had a coal-burning stomach. For many decades a com- 
bination of forces—vested union power, government 
interference, and public apathy—made it impossible 
for our industry to free itself from the binding regula- 
tions of the past. The cost of railroad featherbedding 
is also known. Some have estimated that it is over 
$500 million a year—and this does not include coffee 
breaks, vacations, or holidays, as the railroad unions 
have tried to make you believe. 


THE SPECIFIC PROPOSALS 


I can give you a general picture of the situation by 
describing, very briefly, the specific proposals that the 
railroads made to the railroad unions last November 2. 

First, we propose to give the railroads the right to 
determine whether firemen should be used on diesel 
or other nonsteam locomotives in freight and yard 
service. 

The fireman on the diesel is a classic example of the 
“make-work” problem. A Canadian Royal Commission 
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has studied the facts and has concluded, after very 
lengthy considerations, that he serves no useful pur- 
pose from either a safety or operational standpoint. 
Today the Pennsylvania Railroad operates no steam 
engines. Nevertheless, nearly 4,000 firemen continue 
to be paid approximately $28 million every year, al- 
though their historic mission of shoveling coal has 
long since ended. 

Second, we propose to adjust the forty-year-old pay 
formula for road crews to conform to the improved 
train speeds and technology. 

This means revamping the so-called dual basis of 
pay, a compensation system for train and engine 
crews which uses both mileage and time to determine 
wage payments. Originally, it was conceived of as an 
incentive system intended to encourage employees to 
get over the road quickly. Forty years ago it repre- 
sented a fair day’s work for a fair day’s pay. But 1919 
is not 1960. In freight service this rule provides that a 
basic day shall consist of one hundred miles or eight 
hours. When the rule went into effect, it generally 
took a freight train about eight hours to go one hun- 
dred miles. A modern train travels much faster. Never- 
theless, the idea has grown in the minds of employees 
that all they have contracted to do is run the number 
of miles in their assignment, whatever that might be, 
and then go home, even if their duties have taken only 
a few hours. There are other rules that prevent our 
increasing the number of miles which a man can be 
assigned to. In effect, we have a piecework system 
which has never been adjusted to keep pace with the 
improvements in technology, as is normally done in 
other industries. 

Third, we propose that we be permitted longer crew 
runs in keeping with the ability of locomotives and 
crews to cover more territory. 

The original intention of the old crew runs was to 
protect the seniority of men in each district. But as 
train speeds increased, it became possible to run 
through two districts in the same length of time that 
it formerly required to go through one. However, in 
many cases the unions have refused to permit this. 
This means that management may be forced to use 
one crew to run the first hundred miles, a second crew 
to run the next hundred miles, and pay both a full 
day’s wages when the work could be performed by the 
original crew in a reasonable length of time. 

Our fourth proposal is to remove artificial barriers 
that prevent road crews from working in yards, or 
yard crews from working on the road. 

Road men and yard men have the same skills; they 
belong to the same crafts; they do the same kind of 
work. But until the costly restrictions imposed by 
archaic work rules are removed from our agreements, 
our industry will be prevented from utilizing its avail- 
able manpower fully and effectively. For example, in 
my company, road trainmen have to be paid an addi- 
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tional day’s wages at the yard rate if, in picking up a 
few cars for their train from a yard track, they set the 
brakes on the cars left standing there so they won’t 
roll down and block the main track. The theory is that 
the work of setting these brakes belongs to yard men, 
and the road men should have waited until a yard 
crew could be secured from some other place in the 
terminal to set the brakes. 

Our fifth proposal is to eliminate rules that require 
the use of unneeded crew members on trains and on 
various pieces of equipment such as is used in track 
maintenance. 

The railroad unions have always tried to justify the 
use of excess and unneeded men on the grounds of 
safety. However, the New York Public Service Com- 
mission recently laid this argument to rest by finding, 
after a very lengthy investigation, that there is no 
reasonable relationship between such requirements 
and safety. 

Sixth and finally, we propose to eliminate all rules 
or practices that require more than one payment for 
work performed. 


INCREASED COSTS VS PRODUCTIVITY 


The railroads do not contend that these outmoded 
work rules have completely stultified their efforts to 
increase their efficiency and productivity. We have 
made substantial strides in that direction through 
greater mechanization, through improved machinery 
and equipment, more efficient utilization of equip- 
ment, better operating methods, and the like. Signifi- 
cantly, however, increased productivity has not been 
sufficient to meet mounting costs, and our outmoded 
work rules are to a considerable degree responsible. 
They have been a real handicap in our efforts to hold 
our own with subsidized competition. 

There is disagreement, as you know, on the proper 
way to measure productivity. But even measuring it in 
the way that the unions like to measure it—which is 
on the basis of bare physical output—the figures are 
startling. Since 1922, revenue traffic units per hour 
worked have increased 274.8%, which is a substantial 
increase in productivity. But wages have climbed 
377% during that same period. 

In absolute terms, total operating revenues per 
thousand traffic units have climbed $2.44 (21%) since 
1922, while total costs per thousand traffic units have 
gone up $3.01 (30%) . In other words, the rise in costs 
has been 57 cents (23%) greater than the rise in 
revenues during this interval of years, despite the 
tremendous improvement in productivity and despite 
the rise in our fares. 

Now, actually, the operating employees, who are 
the chief beneficiaries of these featherbedding rules 
and the ones with whom we are primarily concerned 
here in this discussion, have been quite successful in 
artificially preserving jobs. The statistics show it. In 


1958 the engine and train service employees on the 
railroads numbered 67% of the 1922 figures; this com- 
pares with only 45% for nonoperating employees. 

Since the end of World War II, the productivity of 
the operating employees—still measured in terms of 
revenue traffic units per hour worked—increased only 
24.5%, while the productivity of the nonoperating 
employees went up 73.5%. In these same years the 
earnings of the operating employees rose 163.5%, or 
more than six times as much as the increase in their 
productivity. In other words, the railroads have been 
forced to spend money for operating jobs which should 
have been used more productively. 


ELIMINATION OF FEATHERBEDDING 


John L. Lewis, whom you all know as the lately 
retired president of the United Mine Workers, recent- 
ly commented, “Our union has encouraged the leading 
companies in the coal industry to resort to moderniza- 
tion. We are not trying to keep men in mines just to 
retain jobs.” This is a realistic statement by a labor 
leader who learned a lesson, after almost driving his 
industry into oblivion. 

American labor is the one remaining unit in our 
society that still benefits from almost unrestricted 
monopolistic power. Despite this power—political, 
economic, and social— the leaders of labor can hope 
for no more than temporary victories in their effort 
to extend the practices of yesterday into tomorrow. 
There are three increasingly important factors that 
are working inevitably toward the elimination of 
featherbedding. They are: 


e First, the aggressive manufacturing economy 
of the Soviet Union, whose stated objective is to 
overtake the production effort of America. 

e Second, the competitive drive of foreign nations: 
generally. If we price ourselves out of world mar-. 
kets the effect on our economy will be serious. 

e Third, the changing attitude of the public. The 
average American is beginning to see firsthand the 
consequences of “paid idleness.” 


The victory against waste may not be won at the 
bargaining table. If America ever finds itself saddled: 
with an overfat and sluggish economy caused by waste- 
and inefficiencies, the people will demand that the gov- 
ernment take action. That action is likely to be harsh. 
and arbitrary and may severely hurt, if not destroy, 
both free management and free labor. If this happens, 
a day may come in the late 1960’s or early 1970’s when: 
union leaders will look back at lost opportunities to 
adjust their differences reasonably through collective 
bargaining and realize that what they thought were. 
tremendous victories have cost them their right of self-. 
determination. But if labor and management use nego-- 
tiation to bring their agreements up to date, together 
they can move forward to a decade of abundance. 
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The Issue in Steel 
by Philip H. Scheiding 


DID NOT COME here prepared to engage in a 

debate on work practices in the railroad industry. 
I would be the first to admit that I know very little 
about the railroad industry. My specialty has been, 
over the years, the steel industry. I am going to ad- 
dress my remarks to the problem in that industry. 

Boston’s own immortal jurist, Oliver Wendell 
Holmes, once said that a page of history is worth a 
volume of logic. Since all human relationships are 
conditioned to some degree by what has occurred in 
times gone by, it is not surprising that the concept of 
past practice exercises an important influence in the 
field of labor relations, especially at the plant level. 
And even in instances where the parties to a labor 
agreement fail to incorporate in their contract the 
local working conditions clause, arbitrators have ap- 
plied and enforced a sort of common law concept of 
past practice to protect beneficial local working con- 
ditions. 

In the steel industry, as far back as 1947, the United 
Steelworkers of America negotiated and agreed with 
the steel companies on a specific local working condi- 
tions clause, now well known as Section 2B. This was 
an amplification and clarification of a prior clause in 
the 1945 agreement which provided that the board of 
arbitration should have jurisdiction to interpret and 
apply, among other things, “conditions of employment 
which are or may hereafter be in effect at the plants 
of the company.” 

In Section 2B the parties expressly recognize the 
impracticability of setting forth in the agreement all 
the local working conditions covered and also recog- 
nize the undesirability of attempting to lay down 
precise rules for resolving disputes dealing with these 
conditions. 

Section 2B was designed as an omnibus provision 
for the simple reason that the parties do not want a 
contract that is the size of a telephone book. More- 
over, the 2B approach is essential in the steel industry 
because of the nature of the operations, the character 
of the collective bargaining relationship, and the large 
number of plants covered by the master agreement. 
Steel company operations embrace an exceedingly 
wide scope of jobs and skills. 


It is not practical to write a single master agreement 
that deals with a multiplicity of varying problems at 
each plant or each location. Faced with this multiple 
complex of problems, the parties have depended on 
plant management determination and local negotia- 
tions to develop answers that seem reasonable and 
practical to the people involved under the particular 
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set of circumstances. This is the essence of the so-called 
2B approach. 

The term “local working conditions” as we know it 
in the steel industry normally refers to some past 
practice or understanding that has become so well 
established in a particular plant over a period of years 
that, whether written or unwritten, it has become an 
integral part of the relationship between the parties 
at this particular plant. 


DIFFERENCE BETWEEN RAIL AND STEEL 


Let me say right here that there is a significant 
difference between this past-practice issue in the rail- 
road industry and in the steel industry. In the steel 
industry our past practices are mostly local in nature. 
They are really the heart of the relationship between 
the parties at the plant level. In the railroad industry, 
as I understand it, past practices seem to have more 
of an industry-wide character. 

Among the most precious local working conditions 
protected by Section 2B of the steel contract are mat- 
ters of established crew sizes and spell arrangements; 
the past-practice clause has also been applied to a 
wide variety of other subjects such as shift preference, 
wash-up time, assignment to and distribution of over- 
time, allowance of a paid-lunch period, and contracting 
out—to mention only a few of the more common local 
working conditions. 

Certain definitive tests are provided to determine 
whether a practice is covered under Section 2B. To 
be protected, the conditions must be shown to be of 
benefit to the employees, to be the result of a repeated 
and consistent response to a set of circumstances and 
understood to exist by both supervision and the em- 
ployees involved. The practice must be more than just 
a way of doing things; it must be the constantly and 
mutually accepted way of doing things. 

The status of a local working condition is also con- 
nected with the circumstances which originally led to 
the practice. If the underlying circumstances change, 
the practice loses protection pursuant to subsection 
2B4 of the agreement. Thus if production is sharply 
curtailed, a crew reduction may be in order or a re- 
vision of relief arrangements may be permissible—if, 
in fact, this is in response and related to the change 
in the objective circumstances. If the duties of the 
job, the equipment used, the material processed, or 
the product manufactured are so changed as to justify 
departure from the prior working conditions, Section 
2B is not a bar to a change in the practices covering 
such working conditions. If wash-up time was granted 
because adequate facilities were not available in the 
area, and this lack is remedied, the wash-up time might 
be subject to removal. 

This whole arrangement was designed to provide a 
reasonable measure of stability in employee working 
conditions and flexibility for management to make ap- 
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propriate improvements in operations and justifiable 
accommodations in working conditions in connection 
with such improvements. 

This rationale was artfully described in the first 
major case setting forth the crew-protection aspect of 
Section 2B by the well-known steel arbitrator, Ralph 
Seward, in connection with a series of grievances of 
the Pittsburgh Steel Corporation back in 1951. He 
said, “In Section 2B the parties have achieved a re- 
markable balance between the need for stability on 
the one hand and for flexibility and growth on the 
other. They were clearly not endeavoring to place a 
‘strait jacket’ on the company—to bar or even hinder 
technological progress. On the contrary, in Section 
2B4, they have made a definite and affirmative as- 
sertion of the company’s right to change or eliminate 
any local working condition, if in the exercise of its 
recognized managerial rights it has changed or elimi- 
nated the basis for that local working condition and 
thereby made its continuance unnecessary.” 


MANAGEMENT DECISIONS 


It should be noted that the very limited protection 
of Section 2B applies mainly to decisions made by 
management and then followed accordingly. It does 
not permit the union to insist as a matter of contract 
right that a practice be established. Management has 
an absolute right of veto in the first instance. If, for 
example, employees who have no regular lunch period 
want one established, they can ask for one; but the 
final right to decide rests with management. If the 
men want a larger crew or additional relief for wash-up 
time where none exists, again they can ask; but the 
final decision rests with management, subject only to 
safety and health considerations. It is submitted that 
management retains a most reasonable degree of flexi- 
bility under this section of the agreement. The parties 
chose this practical method of handling a complex 
problem and rejected as impractical and unworkable 
the alternatives of local negotiations with respect to 
each crew size, each relief arrangement, and a host of 
other local rules and conditions prior to the conclusion 
of a national] agreement. 

They also rejected, for the same reasons, the other 
alternative of resorting to a strike during the life of the 
agreement when a dispute arises with respect to such 
matters as crew sizes, production standards, and so on. 

During the recent marathon steel dispute this past 
year, much was said pro and con on Section 2B. Un- 
fortunately, due to the adversary nature of the state- 
ments made by both parties and too much of a 
tendency on the part of the press to oversimplify and 
generalize the problems involved, many distortions of 
the facts appeared in public print. It was claimed that 
2B blocked automation and technological change; had 
created and perpetuated inefficiency and featherbed- 
ding in the steel industry; it was hindering manage- 


ment from making progress. But what are the facts 
about these disturbing allegations? 

First of all, neither Section 2B nor any other section 
of the agreement was ever intended or ever applied 
so as to block automation or technological improve- 
ment. Arbitrator Ralph Seward, in his ruling on the 
1951 2B case that was mentioned previously, made the 
following statement, which has been consistently ap- 
plied since: “No employee under this agreement has 
a right to the continuance of any particular method 
of performing a manufacturing operation any more 
than he has a right to require the continued use of 
any particular piece of equipment. The local working 
conditions which the arbitrator has found to exist in 
these various grievances are not the manufacturing or 
operating processes themselves, but the practices 
which have grown up with respect to the assignment 
of employees to perform these processes.” 

When the steel companies at their discretion make 
technological improvements, which they have a clear 
right to do, the practices based on the old conditions 
may, in a given case, be justifiably changed. 

As a matter of fact, no major industry has been able 
to make more dramatic and consistent changes in 
operating methods than has the steel industry. And 
when the steel companies make these changes, our 
people are invariably thrown out of work, with no 
protection under the contract. Under Section 2B, the 
companies are permitted to cut crews when techno- 
logical changes are made, and they usually do. 


INEFFICIENCY AND FEATHERBEDDING? 


What about the allegation that the past-practice 
clause has created and perpetuated inefficiency and 
featherbedding? Section 2B does not prevent the com- 
pany from exercising its right to make changes in job 
content and duties, subject only to the applicable pro- 
visions of the job classification manual. Nor has Sec- 
tion 2B operated to freeze work assignments, as has 
been contended in some quarters. True, it does protect 
established crew and spell arrangements from indis- 
criminate and arbitrary change by the company, but 
such crews were originally set up by management itself 
with considerable thought and care, and they persisted 
over a period of years with either the express or tacit 
agreement of the employees involved. Certainly these 
crew and spell arrangements were not casual or care- 
less arrangements which thereafter persisted merely 
through oversight or neglect: 

The number of men manning the operation obvious- 
ly affected the desirability of the jobs in a material 
way. No occasion was found over the years to disturb 
these crew and spell arrangements. At the same time, 
productivity was increasing steadily in the steel indus- 
try. Then, suddenly, last summer, because of an over- 
zealous desire to cut costs at the expense of the em- 
ployees involve, some companies labeled crew and 
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spell arrangements, which they themselves took the 
initiative to establish, as inefficient and featherbed- 
ding arrangements. This is more than a little bit 
inconsistent. 

Finally, let’s discuss the claim that Section 2B ham- 
strings management from making progress. In the first 
place, the local working conditions clause in the Beth- 
lehem agreement, for example, expressly states that, 
“The provisions of this section are not intended to 
prevent the management from continuing to make 
progress. Any arbitration arising hereunder shall be 
handled on a case-by-case basis, on principles of 
reasonableness and equity.” 

These words are not in the United States Steel 
contract, but they are implied, and the clause has 
been applied in that manner by arbitrators. I have 
had a great deal of experience in arbitrating the past- 
practice clause under the United States Steel agree- 
ment, and I can say unequivocally that the clause has, 
in fact, been reasonably and equitably applied and 
enforced throughout the years. 

In connection with the recent steel dispute, I com- 
piled some figures from our arbitration files with re- 
spect to the cases we have had before the United 
States Steel board of arbitration. In over 2,800 arbi- 
trations decided by this steel board, under agreements 
containing Section 2B, only 186 cases involved the 
past-practice clause, and of this number the union won 
only twenty-seven cases and lost 145. In the other 
fourteen cases the board either ruled that Section 2B 
was not applicable or it decided the cases on other 
grounds. 

According to latest reports, it appears that the 2B 
problem, if, in fact, there ever was a problem, is being 
resolved at the plant level where it properly should be 
resolved. In the February 29 issue of The Wall Street 
Journal, one finds the following headline: “No Loaf- 
ing, Steelworkers Cooperate More, Companies Say 
Productivity Moves Up.” All of which tends to prove, 
I believe, that perhaps what was needed all along, if, 
indeed, anything was needed, was not a change in 
contract language, but a change in attitudes. 


An Over-All Viewpoint 


by E. Robert Livernash 


SHALL NOT ATTEMPT to discuss the manage- 
ment point of view on the work practices issue in 
steel or the union point of view on the problem in 
railroads, except to point out that there are two sides 
to each of these questions. Rather, I would like to 
talk about the general question of worker efficiency 
and its relation to the work practices problem. 
To get some perspective on the work practices issue 
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today, a little background may be helpful. The modern 
labor movement came into being in the decade 1935 to 
1945. During that period union membership grew 
from three million to fifteen million—an enormous and 
very significant increase. We also had the unusual 
pressure of demand during the war and in the years 
after the war. Under these particular economic con- 
ditions, what has been the progress of union-manage- 
ment relations? 

With the late Professor Slichter and with Jim Healy, 
I have been working on a study of union-management 
relations for the Brookings Institution. Over a period 
of about four years this study has taken me into more 
than 200 companies, and a larger number of plants, in 
various industries and areas, talking with labor rela- 
tions and union people. I would conclude on the basis 
of this research that while there is considerable diver- 
sity in the character of union-management relations 
from company to company and even from plant to 
plant in the same company, on the whole there has 
been a remarkable degree of adjustment, particularly 
in contract administration, over those years. So, I am 
optimistic, not pessimistic, about the progress of day- 
to-day union-management relations. 


THE TREND IN EMPLOYEE EFFICIENCY 


Now we may ask, how has this progress influenced 
the trend in employee efficiency in the United States? 
In the last six or seven years, worker efficiency has 
substantially improved in many plants and in many 
industries. Had we been talking about the work prac- 
tices issue ten years ago, in the years immediately 
after World War II, it would have been far more seri- 
ous, though it was not brought to public attention at 
that time. 

We have to admit that in some plants the level of 
worker efficiency at times fell to quite low levels, not 
infrequently under the pressures of wildcat strikes and 
slowdowns, particularly on the part of local unions. 
For example, in the automobile industry some years 
back, it took one company three times as many man- 
hours to assemble a car as it did another company. I 
am talking about comparable cars and a comparable 
process. That is an enormous difference in worker 
efficiency and it certainly influences the company’s 
competitive position. On the other hand, some com- 
panies and plants maintained efficiency very well all 
during these years. 

In the period from 1949 to 1952, wildcat strikes in- 
creasingly came under control, quite commonly with 
the cooperation of union people. High-cost plants and 
high-cost operations were not looked upon favorably 
by the unionists. And the over-all picture was one of 
improving employee efficiency. In other words, it 
should be recognized that the work practices issue is 
coming to the public’s attention against a background 
of improving, not deteriorating, worker efficiency. 


24 


Now, what precisely is the work practices issue? In 
essence, it is the problem of distinguishing between 
reasonable rules and practices and costly or restrictive 
rules and practices. The problem appears in varying 
forms in different plants and industries. Generally, 
practices and rules start out being quite reasonable; 
then, largely because of technological change, they 
may become costly, unreasonable and restrictive over 
a period of time. Since the pace of technological change 
is brisk, the adjustment to such change will be one of 
the major labor-management issues in coming years. 
This is, then, an extremely important problem. 

We should distinguish between the formal rules, 
regulations, and provisions of the contract and the 
host of informal, unwritten practices which have 
grown up. This is necessary because, generally speak- 
ing, the informal practices are far more important in 
our economy than are the formal rules. 

There are, of course, formal rules of a type that 
may become restrictive. We have such things as load 
limits; restrictions on the duties that men can perform 
which require that work be done twice; unnecessary 
work which requires excessive crews; limitations on 
the introduction of new equipment, tools or materials; 
or the enforcement of various time-consuming meth- 
ods of work, requiring stand-by crews, etc. In addi- 
tion, there are informal practices not embodied in 
written rules which correspond to each of the above. 

The work practices question has been an issue in a 
number of important strikes. Sometimes it has been an 
open issue; sometimes it has been a more hidden issue. 
These strikes not infrequently have, in a sense, been 
caused by management, because management found 
in a limited number of cases that persuasion was not 
adequate to accomplish necessary improvements and 
increase efficiency. 

Incidentally, I have changed my views on strikes in 
general. It is not at all easy to judge the significance 
of a strike by the strike settlement. If you look at 
strikes as part of a continuing history of union-man- 
agement relations, they very frequently take on a 
different meaning and different significance than in 
terms of the particular immediate issues that were 
involved and received notice at the time of the strike. 
Some strikes, which at the time had the appearance of 
irrational warfare, turned out to be, judged with a 
perspective of five or more years, constructive turning 
points in management-union relationships. So, we 
should not take the view that all strikes are bad. Very 
frequently they are a necessary part of the process 
of adjustment. 


THE UNDERLYING PROBLEMS 


But getting back to work practices, this is the kind 
of an issue which, on general principles, leads to a 
knock-down, drag-out fight. Frequently, however, in 
terms of details, it can be resolved with reasonable 


satisfaction. But in cases where the dispute is quite 
severe, there are usually underlying social and eco- 
nomic problems of which the work rules issue is 
symptomatic. For instance, intermittent and declining 
employment are usually associated with the work 
practices issue. 

The longshore industry is an obvious and leading 
example. It is natural in an industry with casual em- 
ployment for the men to want to make as many jobs 
as possible and also to stretch the work time for each 
job by any means they can seize upon. I use longshore 
as an example to point out that once the basic problem 
of intermittent employment was solved, it was pos- 
sible on the West Coast to negotiate constructively on 
a program which, over a period of time, is likely to 
improve worker efficiency and eliminate restrictive 
rules. 

Similarly, the recent agreement in the meat packing 
industry between Armour and the Meat Cutters and 
Packinghouse Workers, which provides for a fund to 
retrain workers and for other purposes, bids fair to be 
a constructive resolution of a difficult problem of 
mechanization that drastically reduced employment 
in a relatively short period of time. 

What is to be hoped for is an imaginative resolution 
of these issues by programs carried out over a period 
of years to improve efficiency but also to maintain 
reasonable work practices for employees. 


Questions and Answers 


MR. ORAM: Mr. Scheiding said that the situation 
in the railroad industry was quite different from the 
situation in the steel industry. It may be different in 
the sense that the issues involved in the railroad indus- 
try are national in scope and more uniform, while the 
issues in the steel industry are mostly local in nature 
and differ from plant to plant. However, I disagree 
with the conclusion that the situation is different in 
principle. The question is whether labor unions are 
willing to accept reasonable changes in agreement for 
the purpose of improving the efficiency of the opera- 
tion. 

Mr. MacDonald has been quoted as saying in the 
course of the steel dispute that he has no intention 
whatever of giving up anything that he has ever won 
in the way of contract provisions. The railroad brother- 
hoods have also made it clear in their propaganda that 
they have no intention of changing these inefficient 
working rules. They claim featherbedding rules don’t 
exist, and that if there is any change at all, it will be 
in the direction of greater benefits than they now have. 
So, I think, principally and basically, the issues in- 
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volved are the same, although they might differ in 
degree. 

After you heard Mr. Scheiding’s explanation of 2B, 
I presume you wondered why management objected 
to 2B, why they want to change it. I think it is be- 
cause the steel companies feel that, as it has been 
interpreted, Section 2B goes beyond their original 
intention. 

They have found that practices developed subse- 
quent to the agreement have become fixed and cannot 
be changed without a further agreement. They have 
found that they cannot make any changes at all unless 
there is an actual physical change in the machinery or 
in the operation. Let’s suppose that a steel company is 
employing five men on the operation of a particular 
machine. After studies it is found that that same 
operation could be performed just as efficiently and 
without any unreasonable or undue effort with three 
men. This actually occurred in the Inland Steel Com- 
pany, which has an agreement different from 2B. The 
arbitrator held in that case that it was all right to 
reduce the force from five to three, but he also said 
that if Inland Steel Company had a 2B agreement, as 
did most of the steel companies, Inland would have 
had to keep the five men in that operation. 

The steel companies have proposed in their nego- 
tiations that the rule of reason be applied. They are 
not asking carte blanche permission to make all chang- 
es. They have proposed that where they make changes, 
and the employees affected disagree with them, the 
issue be submitted to arbitration. But the employees 
are unwilling to do that. 

They also proposed a clause for the standard agree- 
ment similar to the provision in the Bethlehem Steel 
Company, which Mr. Scheiding quoted with approval. 
But the union was not willing to agree to that either. 
The basic question is: Are the labor unions willing to 
sit down and work out reasonable changes in the 
agreements to permit the kind of efficiency that must 
be produced for the purpose of enabling those indus- 
tries to meet competition and survive? 


MR. SCHEIDING: Mr. Oram spoke about the 
necessity of labor leaders permitting a rule of reason 
to apply in the area of work practices. This is a two- 
way street. There are many areas in which the past- 
practice clause in the present contract does not apply. 
I mentioned some of those in my speech. Suppose a 
new operation is established by the company, and the 
crews are inadequate. The employees have no right 
under the present contract to file a grievance for the 
establishment of an adequate crew. If the employees 
in a new operation or an operation changed by techno- 
logical advance find themselves without wash-up time 
or spell or relief arrangements, they cannot file a 
grievance under the contract to have such practices 
established, unless safety and health have been vio- 
lated. 
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It would be logical to permit the employees to ask 
for reasonable practices to be established and not be 
restricted to the protection of practices which they 
have enjoyed over the years. So, when the companies 
sit down with us in negotiations perhaps we can work 
something out on the basis of a two-way street on this 
matter of reasonableness. 

The steel companies offered, as their last proposal, 
arbitration of any changes in the local working con- 
ditions provisions that might enable the companies to 
increase efficiency and improve the economy of opera- 
tions. With the question phrased in such a manner, 
our long-standing practices would all be up on the 
chopping block. 


TWO-WAY STREET 


If efficiency and economy of operations were the 
test, then almost every practice we have would be 
endangered. For example, if the company reduces a 
crew, eliminates a paid lunch, or changes overtime 
practices or shift-preference practices, it is obviously 
increasing efficiency and introducing economies. There- 
fore if the union agreed to this phraseology it would 
be giving up everything, and getting nothing in return. 
We would have been foolish to submit to this sort of 
one-sided arbitration. However, when this thing is 
approached on a basis of a two-way street, perhaps 
something will be done in the future. Our people resent 
the implications that they are featherbedding. When 
these false accusations were made in this dispute, 
Steelworkers throughout the nation rallied behind the 
union. We had no trouble in keeping our people 
united. 


QUESTION: In January of this year, President 
MacDonald stated he was urging all the members of 
his union to cooperate fully with the company so that 
greater steel production could be obtained than ever 
before. That, coupled with your comment that the 
local working conditions provision had always been 
equitably applied at United States Steel, leads me to 
ask whether your union will cooperate with the com- 
panies to eliminate wasteful practices, even though 
they might be protected by 2B? 


MR. SCHEIDING: You refer to so-called wasteful 
practices. I submit it has never been established that 
there are these wasteful practices. We are still waiting 
for a bill of particulars on that point. I can recall the 
proceedings before the board of inquiry on the Taft- 
Hartley Act, in Washington, D. C. where Mr. Taylor 
on several occasions asked Mr. Cooper to specify what 
these so-called wasteful or obsolete practices were. 
We are still waiting for an answer. 

The Steelworkers’ union has not condoned any re- 
strictive work practices on the part of our employees. 
Perhaps in some situations unions have condoned re- 
strictive practices with the false notion that if you 
control your work pace, there will be more work for 
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the employees. The Steelworkers’ union has never 
adhered to this unsound principle. It has always co- 
operated and will continue to cooperate to increase 
productivity. 

The facts and figures show that there has been an 
annual increase in productivity in the steel industry. 
Of course, the steelworkers objected to the implica- 
tions in some of the statements made by management 
leaders. Some steelworkers who have been employed 
in the industry for twenty-five and thirty years and 
who have seen productivity rise annually are incentive 
workers making 130% and 140% of their base wages. 
They are exceeding the standards which were put in 
by the industrial engineers. The steelworkers do not 
look kindly on any implication that they have been 
loafing or engaging in wasteful practices. And the facts 
and figures do not add up to that conclusion. 

QUESTION: I would think that the figures don’t 
bear out your statement, Mr. Scheiding, that your 
union does not condone wasteful practices. You took 
168 cases to arbitration, of which you lost 145; now did 
you analyze any of those cases to see whether those 
practices were adjudged wasteful? 


MR. SCHEIDING: In most of the cases the union 
failed to establish the existence of the practice. In 
arbitration the union has the burden of proving the 
existence of a practice, and in many cases we were not 
successful. In some cases we claimed that because a 
thing happened a few times it was a practice. But the 
test is greater than that. The practice has to be the 
accepted way of doing things over a long period of 
time. That was the reason we lost most of the cases. 


QUESTION: Do you, Professor Livernash, consider 
that the recent steel strike was a constructive turning 
point in labor-management relations, and, if so, what 
do you think will be the constructive results? 


PROFESSOR LIVERNASH: It remains to be seen. 
All I can say is that there have been serious strikes 
that I thought were ridiculous, unnecessary, and fool- 
ish at the time, but when I look back at them five 
years or more later, the changes in attitude that re- 
sulted from them were healthy. The 1948 West Coast 
strike of the longshoremen was a do-or-die irrational 
sort of thing, yet it produced real changes in attitudes 
on both sides that subsequently led to more construc- 
tive relations. 


QUESTION: You made the statement that produc- 
tivity per employee was gaining over the past few 
years. Is this because the employee himself is working 
harder or because capital has been invested in auto- 
mation or labor-saving devices? 


PROFESSOR LIVERNASH: What I was talking 
about is worker efficiency—how hard a worker works 
—not the results of technological changes and not 
productivity in the sense of output per man-hour. In 
the light of interviews with about 200 companies, it is 


my conclusion that one can find a substantial number 
of companies where there has been a decided increase 
in worker efficiency through programs that manage- 
ments have initiated. 


QUESTION: Can you measure the difference in the 
productivity of people on an incentive system and 
those on day work? 


PROFESSOR LIVERNASH: It is my view you 
cannot say that work efficiency is always better under 
a wage incentive than it is under some system of 
measured day work. You find a great deal of variation 
in worker efficiency under both systems, and this is 
for the most part due to management and union poli- 
cies in the local plant. 


QUESTION: Assuming that the railroad industry 
had the opportunity to reduce or eliminate feather- 
bedding, how would the industry approach the ques- 
tion of displaced employees? 


MR. ORAM: In making our proposals, we advised 
the president of the firemen’s union that we recognized 
that the measures we wished to introduce would cre- 
ate certain problems for the employees, and that we 
would give full consideration to any proposals that the 
unions had to make, provided they were properly ne- 
gotiable under the Railway Labor Act. In Canada, 
when the question of the diesel firemen came up, the 
solution agreed upon was not to replace firemen as 
vacancies occurred. 

I am not saying I endorse this method; it is some- 
thing that has to be discussed. To apply such a method 
generally presents a number of economic problems. 
For example, if it is the policy to maintain the jobs of 
people who might otherwise be displaced when a new 
machine is introduced, what would then be the incen- 
tive for management to introduce a labor-saving ma- 
chine? And what would be the incentive for the 
employees to seek other employment? Thus, there 
would be no mobility of labor, and we would have a 
very serious problem so far as any growth of our 
economy is concerned. 

Another solution to the displaced employee problem 
is to retrain employees for other jobs. But where does 
the responsibility lie? Where is the money coming 
from? Should it come from a declining industry that 
must eliminate redundant positions in order to sur- 
vive? 


QUESTION: We in management, I think, are en- 
titled to a general idea of the long-range goals of the 
Steelworkers and the AFL-CIO as a whole. A lot 
has been said about productivity. I don’t think anyone 
in management questions in any way, shape, or form 
that productivity has increased through the years. Of 
course it has, but it hasn’t even begun to keep up with 
the increase in wage rates; whether basic or over-all, 
earnings have far outstripped the increase in produc- 
tivity. 
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Now, twenty years ago, Phillip Murray bragged 
that the steelworker was one of the best-paid workers 
in the world. This last summer Mr. MacDonald said 
the same thing. And they were both right. Wage in- 
crease demands are many times greater than the 
increase in productivity and the rise in the cost of 
living. What are the long-range goals of the Steel- 
workers? How far are we going? 


MR. SCHEIDING: I can’t speak for everybody; I 
am not an elected officer of the Steelworkers, but our 
basic philosophy is predicated on an ever-expanding 
economy. 

If our country fails to constantly improve the wel- 
fare of the people, we are inviting some new concept 
of government. The communists are steadily improv- 
ing the welfare of their people, at least the propaganda 
we hear leads to that conclusion. Our best answer to 
this lies in free collective bargaining with the objective 
of improving the lot of the individual worker. And 
labor and management, working together, can increase 
the efficiency of our productive efforts to accomplish 
this aim. Presumably the newly established human 
relations committee under the steel agreement will 
address itself to such long-range problems as these. 


QUESTION: When diesels were first introduced, 
why didn’t management dictate the size of the crew? 


MR. ORAM: Well, the answer is that management 
tried to. When diesels were first introduced, they were 
operated without a fireman. The Burlington was the 
first streamlined passenger train that operated with 
the diesel, and it started without a fireman. I think it 
was 1934 or 1935. The result was a strike threat. As a 
consequence of this and other threatened strikes, one 
by one the companies agreed that firemen would be 
put on these diesels. At that time, however, the diesel 
was a new thing, and was not nearly as automatic as 
it is now. There were things that a fireman could do. 
But, basically, this agreement, like many others, was 
dictated by a strike threat. 


QUESTION: What do you feel the company’s re- 
sponsibility to the technologically unemployed should 
be? 


MR. SCHEIDING: The union submitted a detailed 
proposal on that problem during the last stage of nego- 
tiations. This proposal stated that the companies 
should obligate themselves to train employees who 
are displaced as a result of technological improvement 
for new jobs and for other available jobs; also it stated 
that these people should be given preference over new 
hires in other plants of the steel corporations. We felt 
something should be in the contract to bind the com- 
pany to these practices. In the past there have been 
instances where our people have been severed in a 
given plant because of technological change, and new 
people off the street were given the preference in avail- 
able jobs. 
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QUESTION: What are the steel companies’ objec- 
tives with respect to work rule changes, and is there 
any justifiable basis for their position? 


MR. SCHEIDING: Under the present contract the 
companies can cut crews when business drops off or 
when some new piece of equipment or modification 
which makes the work simpler has been introduced. 
We felt all along that the company’s real goal was to 
cut crews in the absence of any change. This was, of 
course, the big fear of the employees in the plant. 

It all gets down to the overzealous desire to cut 
costs. Management has the right to cut costs, but it 
must now use the procedures in the contract. How- 
ever, if these procedures are bypassed, management 
would eliminate jobs in the absence of technological 
changes, and the ranks of the unemployed would 
swell. 


QUESTION: Why didn’t the railroads take a more 
positive stand toward outmoded work rules as im- 
provements gradually came into being rather than 
wait until now to mount a counterattack? 


MR. ORAM: The railroads have made a number of 
attempts in the past to change work rules; and they 
met with very indifferent success for a number of rea- 
sons, not the least of which was the determination of 
the unions not to agree to any change whatsoever. 
Some time ago, the companies even proposed to the 
President of the United States that he appoint a com- 
mission to review this whole field objectively, without 
the pressure of a strike threat or anything of that kind. 
The companies wanted the commission to get all the 
facts from both sides and present its views; but the 
unions would not go along with this idea. So the rail- 
roads decided this time that they were going to start a 
movement of their own. 


Management Bookshelf 


The Drinking Problem—tThe subtitle of this book, “The Per- 
sonal, Health, Industrial and Community Aspects of 
Alcoholism and Its Treatment,” indicates its contents. 
The author is assistant medical director of Du Pont, one 
of the first companies to recognize alcoholism as an illness 
and to set up a program for helping employees with drink- 
ing problems. Brief statements by some thirty recovered 
alcoholics are published in an appendix. By C. Anthony 
D’Alonzo, M.D., Gulf Publishing Company, Houston, 
Texas, 1959, 130 pp., $2.95. 


How to Look for Scholarships—This 14,000-word monograph 
is a second revised edition on scholarships and loans for 
the student. The publication is written from the viewpoint 
of the student, but may interest company educational 
directors in checking the advice given to students in their 
approach to companies and other scholarship sources. By 
Juvenal L. Angel, World Trade Academy Press, Inc., New 
York, New York, 1960, 25 pp., $1.25. 


Briefs on 


PERSONNEL PRACTICES 


Keeping Patent Agreements to the Point 


A company runs the risk of stifling the creative 
thought of its inventor employees when it includes too 
many restrictions in the patent agreement it asks 
them to sign. This opinion was expressed by patent 
attorneys Hubert Howson and Frank Murphy while 
acting as the discussion leaders of a recent workshop 
on patents conducted by the Commerce and Industry 
Association of New York. Employee patent agree- 
ments that are too long, Mr. Howson said, occasionally 
arouse suspicion and thereby endanger good will. He 
pointed out, too, that it is usually advisable to have 
the employees list all inventions they conceived before 
entering the company’s employ. 

The workshop, in addition to discussing patent 
agreements, explored the many other patent problems 
that face industry as a result of the current “ex- 
plosion” of knowledge and the urgent need it brings 
for communicating technical advances effectively. 


Are Rest Periods Needed? 


Rest periods may not always be needed for physio- 
logical reasons. Over an eight-hour period the average 
man can perform any task below a certain capacity 
limit without a rest pause to recover from his physio- 
logical fatigue. But he may need a rest for psychologi- 
cal reasons. And if his company doesn’t schedule a 
rest period, he usually takes it anyway in an informal 
and perhaps inefficient manner. 

These views are set forth in an article by I. L. M. 
Bosticco and Robert B. Andrew in the January-Feb- 
ruary 1960 issue of Technical Aids for Small Manufac- 
turers, published by the Small Business Administra- 
tion. Among additional conclusions drawn in the 
article, entitled “Is Worker Fatigue Costing You Dol- 
lars?,” are the following: 

People whose jobs do not require their physiological 
capacity limit often exhibit increased tiredness as 
their work continues. To combat the psychological 
factors that cause such tiredness, a change of pace 
through correctly spaced rest periods can be helpful. 
Routine jobs normally require only two official work 
breaks per day to maintain high-level performance. 
Such breaks fall between the second and third hours 
in the morning and between the sixth and seventh 
hours in the afternoon. 
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For work requiring a consistently high level of en- 
ergy expenditure (approaching five calories per min- 
ute), however, many short pauses are more effective 
than a few long ones. 
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Morning and afternoon work curves for most activi- — 


ties follow the same pattern, except that the morning’s 
maximum productivity usually exceeds that of the 
afternoon. The afternoon warm-up period begins at a 
higher performance level than the initial morning 
period; but productivity impairment in the afternoon 
is more marked, and the downtrend may begin earlier 
and fall lower. 

The four-page folder that contains this article, ac- 
companied by graphs showing production curves and 
tables showing energy expenditure requirements, is 
available free on request from the Small Business 
Administration, Washington 25, D. C. 


Central Policy Theme 


In formulating personnel policies, some manage- 
ments begin with a single basic statement that is in- 
tended to encompass all the personnel objectives of 
the company. It may say no more than “A Square 
Deal” or “Be Fair.” Some protest, however, that such 
phrases are so general that they shed too little light on 
company intent. 

The Carborundum Company has injected several 
ideas into its primary employee relations policy state- 
ment. Its goal, as far as employees are concerned, is 
stated in this sentence: “The right person on the right 
job; doing his best in cooperation with people he likes 
and respects; as a part of an organization of which he 
is justly proud.” 


A Reaction to Reading Racks 


To find out what its employees think of the com- 
pany’s reading rack program and what changes might 
be advisable, the Florida Power and Light Company 
recently conducted a survey. A supply of question- 
naires was sent to all supervisors, who were asked to 
explain the purpose of the survey and hand the 
questionnaires to those under their jurisdiction. 

The rate of return was high; of the 4,909 question- 
naires distributed, 3,329 were returned with some or all 
of the questions answered. Here’s what the answers 
disclosed: 
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What Do You Think of the Rack Program? 


CAD OMI sia cood ides tee & Lain anette NH 2 2,987 

(B)sdiedon the tity tet ante eel ge Ne, Al 

(GC) No vopinion yg 5.5 aes a oe hk: Renee 220 
How Often Do You Take the Booklets? 

(Aji Reoularly ie ettn tn. dae. fast aeerni ert. 1,547 

(B)is Occasionally hes swe 8 scien wlll oll, 1,639 

(C)Nevert srtran ce ern eee cere 86 
What Do You Do with the Booklets? 

(Qj bakesbomejto-read fcieus cess vores 2,103 

(B) Read and file for reference ...............0000.00.. 516 

(G)mReadtand' discard’ se) ..5- ce sees 927 
What Percentage Do You Read? 

(Za ))i pW oe ct ts eel ALS Ti i ee Me lr 882 

MRR ORMn ae ube. iT) Te Lie ica... 1,042 

OBO CAS iain, IR ahhh). oy 1,106 

(OD 25 Oevorsless| peoate es, cc wecte ee te BNE, 636 
Are Booklets Read by Family and Friends? 

(Adm Repilarlya ieee cnc Re oo eee me oe sk, 527 

(Be Occasionally tec sence See tr ee: 2,290 

(Oye Neverae sere ee meee ee re dc 405 
Do You Discuss Articles with Others? 

CA) erRerulanl yyerersnO ee her mak tery fehl ccc rieee es 325 

(Bi) mOcceasionaliveer were cee pet ha onan 2,671 

(G)eNeverbeneure creme ne. omc hemes, Aiki Q17 
Would You Like the Program Continued? 

(AQ SY cS AURS cet Os etn Mi ek Ue ee ele ca, 2,883 

CB) PINGS es meee a) ye Gea a= 49 

(Ci Tadon ticaresece teed pe coke eel arian hse 326 


Although no question was asked regarding the type 
of booklet preferred, some employees volunteered 
comments. Particular interest was expressed in “how- 
to-do-it” publications. The Florida Power and Light 
Company distributes approximately 12,000 booklets 
each month. 


Fringe Benefit Contest 


Last spring, the Schering Corporation in Bloomfield, 
New Jersey devoted an entire issue of its monthly 
house organ to the story of what the company pays for 
fringe benefits and what these benefits mean to the 
employees. (See “The Neglected Side of Fringes,” 
Management Record, April, 1959, p. 122.) The issue 
evoked considerable employee interest in the subject, 
management found; to help keep that interest alive, a 
fringe benefit contest was held this spring. 

During 1959 Schering contributed a total of $3,226,- 
284 for profit sharing, educational assistance, retire- 
ment, paid vacations and holidays, Social Security, 
paid absences, cafeterias, and group insurance. Em- 
ployees competing in the contest were asked to: (1) 
guess how much the company contributed for each of 
these eight major fringe benefits (the correct amounts 
were shown, without identification, on various pages 
of the Schering Reporter); (2) calculate from their 
personal records the combined value of any three 
benefits that directly affected them in 1959; and (3) 
answer in twenty-five words or less the question 
_ “What do Schering’s fringe benefits mean to me?” 
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Since no contestant matched the eight contributions 
correctly, it was the answers to this question that 
decided the winners. A woman in the company’s New- 
ark office was awarded first prize (a $100 United 
States Savings Bond) for the following answer: “They 
give me peace of mind for my future security and in- 
centive to work with greater enthusiasm, since 
through them I am building my future.” The two 
other prizes (a $50 bond and a $25 bond) were also 
won by women employees. 


Czechoslovakian Farms and Factories Pay 
for Nursery Schools 


A new law in Czechoslovakia requires industrial and 
farming enterprises to provide for the children of work- 
ing mothers, according to the February, 1960 issue of 
“Labor Developments Abroad,” published by the 
Bureau of Labor Statistics. Enacted by the National 
Assembly toward the close of 1959, the child-care 
statute places primary responsibility for paying the 
cost of erecting and equipping nurseries and nursery 
schools, where they are needed, on the managements 
of industrial plants and cooperative farms. Trade 
unions, if they have funds at their disposal, may make 
contributions toward the cost. 

“Obviously,” the Czechoslovakian press comments, 
“the factory will be the greatest gainer if its manpower 
situation is eased and if its women employees are 
freed from worry.” 

The national government’s district educational 
agency will supervise what is taught in the nursery 
schools; its district health agency will see that proper 
health facilities are maintained in both the nursery 
schools and the nurseries. These agencies will also pay 
the teaching staff and the cost of health equipment. 


Two Hundred Years on the Job 


Few companies today can boast of even one em- 
ployee with a record of fifty years’ service. But the 
Bates Manufacturing Company of Lewiston, Maine 
has four active employees—two women and two men 
—who have already passed the half-century mark and 
who say they intend to continue working “as long as 
health permits.” One of the men started with the 
company when he was only eleven years old. 

Long service seems to be characteristic of Bates em- 
ployees. Last fall, more than 500 of the 4,000 men and 
women who work for the company attended the an- 
nual service awards banquet at which the two women 
and another who has since retired were presented with 
engraved gold watches in honor of their reaching the 
half-century mark. Only members of the Bates twenty- 
five year club are invited to this annual banquet— 
which means, of course, that over an eighth of the 
work force has been with\the company for twenty-five 
years or more. 


Significant Labor Statistics 


1960 1959 Percentage Change 
Year 

Item Unit Ago Latest | Latest 
Month | Month 

Mar. Feb. Jan Dec. Nov. Oct. Sept. over over 

Previous ear 

Month Ago 

Consumer Price Indexes (BLS) 
ATU terash ethos 2 he ae en ene Ear hae 1947-1949 = 100 125.7) 125.6) 195.4) 195.5) 1295.6) 125.5) 125.2) 123.7) +0.1 

1 EReYoy Hie ae Nae ae ei Flog Say oS 1947-1949 = 100 117.7, 117.4) 117.6) 117.8) 117.9) 118.4) 118.7) 117.7) +0.3 

OUSHIP Fare tere) Ae tee See RA 1949-1949 = 100 131.3} 131.2) 130.7) 130.4) 180.4) 130.1] 129.7) 128.7) +0.1 

Appatel: (eet . nied oe. ces a. 1947-1949 = 100 108.8} 108.4) 107.9) 109.2} 109.4) 109.4) 109.0] 107.0} +0.4 

ATaANSpOrtation:.si. fi. oat beeen i 1947-1949 = 100 146 .5|r 147.5) 148.1) 148.7) 149.0) 148.5) 146.4) 144.9) —0.7 

Medieval Care ince osha sce mth ae 1947-1949 = 100 155.0} 154.7) 153.5) 153.2) 153.0) 152.5) 152.2) 149.2) +0.2 

Personal eares 40 joa lk eek sone thee 1947-1949 = 100 132.7) 182.6), 182.7) 182.9), 13207) 13275} 18951) 190 Tien Ont 

Reading and recreation.............. 1947-1949 = 100 120.9] 120.6} 120.3} 120.4) 120.0) 119.7) 119.6] 117.3) +0.2 

Other goods and services............. 1947-1949 = 100 131.7) 181.8) 181.8) 181.7] 1816) 131.6) 181.5) 127.3) —0.17 

Employment Status (Census) 

Cywiltan labor foree paccc - ele gees eens thousands 68,473] 68,449] 68,168] 69,276] 69,310] 70,103] 69,577] 68,189 A 

IBrmplovied reais sac avate te etic istoate eee thousands 64,267} 64,520} 64,020! 65,699} 65,640] 66,831] 66,347| 63,828) —0.4 

Agricultura tia. 823 Pee eee thousands 4,565} 4,619} 4,611) 4,811 5,601} 6,124) 6,242) 5,203) —1.2 

Nonagricultural industries........... thousands 59,702} 59,901] 59,409] 60,888] 60,040] 60,707} 60,105} 58,625} —0.3 

Wnremiploved ruictsssc: sos stare cleats thousands 4,206} 3,931] 4,149) 3,577; 3,670) 3,272) 3,230) 4,362} +7.0 

Wage Earners (BLS) 
Employees in nonagricultural establish- 
Ments; COtAle ve sue cee ere eee thousands p 52,317\r 52,261) 52,302) 53,989} 53,021] n.a na na. +0.1 
Employees in nonagricultural establish- 
ments, without Alaska & Hawaii!... thousands p 52,092\r 52,037) 52,078) 58,756) 52,793] 52,569} 52,648] 50,878] -+0.1 

Manufacturing < sive ees aaaciedieiee thousands Pp 16,469)r 16,522|r 16,470] 16,484) 16,280} 16,197] 16,367] 15,969} —0.3 

Mining A ett ce ote ec se ae eee thousands p 665\r 667|r 658 668 660 621 620 688] —0.3 

Gonstructions .4)iavs Was eee thousands p 2,273\r 2,389\r 2,453] 2,699] 2,856] 2,961] 3,043] 2,417] —4.9 

Transportation and public utilities... . thousands p 3,902|\r 3,886} 3,882) 3,940) 3,912) 3,910] 3,927) 3,865} +0.4 

sl hac [op Mai ea eR eA! FRM 2) aly A ce thousands p11,279)r 11,313}r 11,424) 12,345) 11,723) 11,551) 11,464) 11,083} —0.3 

Snaneet.. sh. et ieee es ay thousands p 2,440] 2438]r 2,429! 2,438) 2,488] 2.441) 2,452! 2,386] +0.1 

Sel nip Oct Ne nace ate nee Mmm PPE. haem ath thousands p 6,498|r 6,479|r 6,474) 6,547} 6,593} 6,614] 6,617} 6,377) +0.3 

Government p20 at com ae ce tee thousands p 8,566|r 8,343|r 8,288] 8,635} 8,331] 8,274| 8,158} 8,093} +2.7 

Production and related workers in mfg. 
employment 

FALL rie TItaChULIg ts oct sein aie ees thousands p12,448]7 12,503]r 12,449] 12,466] 12,274) 12,201) 12,373) 12,117] —0.4 
Dirable?). 25 Re eee ee thousands p 7,218|r 7,275|r 7,230| 7,173) 6,922) 6,786] 6,847] 6,937) —0.8 
Nondurable tec. e pee ae nen thousands p 5,230\r 5,228\r 5,219} 5,293) 5,352) 5,415) 5,526! 5,180 A 

Average weekly hours 

All manufacturing i:./. eukeues si -reok card number p 39.6\r 39.8 40.3 40.5 39.9) 40.3 40.3 40.2} —0.5 
Durables see mnte. tke ee ae number p 40.2ir 40.4 41.0 41.1 40.1 40.9 40.7 40.8) —0.5 
Nondurable re wea teme ae number p 38.6|r 39.0; 39.4) 39.8) 39.6) 39.5} 39.8! 39.51 —1.0 

Average hourly earnings 

All manufacturing, .rieciocs 11s aes dollars p 2. 29\r 2,29). 2.991. 9.97). 9.98). 2.21) 2.99) 9.99 0 
Dirrable weer as rama, mika. Gee NeS & dollars p 2.45] 2.45] 2.46] 2.43) 2.38) 2.36] 2.36} 2.388 0 
Nondurable 20}a760", hho ieee dollars p 2.06 2.05 2.05 2.04 2.03 2.02 2.03 2.00) +0.5 

Average weekly earnings 

Al manufacturing 5.6. ce meen apees dollars p 90.68/r 91.14) 92.29) 91.94) 88.98] 89.06] 89.47] 89.241 —0.5 
Durablez aac eter ae dollars p 98.49]7 98.98) 100.86] 99.87) 95.44) 96.52) 96.05} 97.10} —0.5 
Nondurable y:sieie ataen Ao ante at dollars p 79.52\r 79.95) 80.77) 81.19} 80.39] 79.79] 80.79] 79.00] —0.5 

Straight time hourly earnings (estimated) 

AM manta churing ei asc cnpis gas a dollars p %.%4 2.23 2.22 2.20 Aa 2.14 2.14 2.16] +0.4 
Durable vee stig: Aone eines oe nee dollars p 2.38 2.37 Reo 2.34 2.31 2,28 2.28 2.30) +0.4 
Nondurable 2437 Gases eee dollars p 2.02 2.01 2.00 1.99 1.98 1.97 1.98 1.95} +0.5 

Turnover Rates in Manufacturing (BLS) 

Separations ay ei Sv ee oN. Ae deo ae per 100 employees |p 3.7|r 3.0 2.9 Sar 4.1 4.7 4.3 2.8) +23.3 
QRS eerie syeeiecith, aisle ng UeyN am Meera per 100 employees |p 1.0 1.0 1.0 0.9 1.0} 1.4 2.2 1.0 0 ‘ 
AV OUS, ch tas See re eee ante per 100 employees |p, 2.1/r 1.5 1:8 Ly 216 2.8 1.5 1.3] +40.0 on 
AGcessions MINES, Ate. SINE ERE Swe per 100 employees |p 2.7 2.9 3.6 3.8 3.0 3.1 3.9 3.6] —6.9| +25.0 7% 
7 
1 The following eight industries also exclude Alaska and Hawaii. p Preliminary. r Revised. A Less than .05%. n.a. Not available. | 
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Laban Press Highlights 
Labor Leaders Explore Automation Effects 


N RECENT ARTICLES appearing in the labor 

press, three union presidents have expressed dif- 
ferent viewpoints on the effects of automation in their 
industries. President James R. Hoffa, of the Inter- 
national Association of Teamsters, encouragingly pre- 
dicts that automation will “create jobs and industries 
which will demand new skills,” the International 
Teamster reports. John J. Mara, president of the 
40,000-member Boot and Shoe Workers Union, ex- 
pressed hope in his Shoe Workers’ Journal that auto- 
mation “can make it possible for the shoe worker to 
earn the highest wage of his shoemaking career.” 

On the other hand, Felix Jones, president of the 
United Cement, Lime and Gypsum Workers, speaks 
with concern of the dangers of automation in his in- 
dustry. In the past ten years, he states, figures from 
the Bureau of Labor Statistics indicate that produc- 
tion in the cement industry “has increased roughly 
50%,’ while “employment has slowly decreased.” 
Since “most cement plants are located in small com- 
munities already plagued with rapidly growing unem- 
ployment,” President Jones insists that the industry 
“give serious thought to the workers and their families 
who may suffer.” 

Although The American Federationist is not sure 
“that there is a well-organized plan for a compulsory 
reduction of work forces,” it warns of a cement indus- 
try report which could have that effect. The article 
declares that the industry report will “provide a 
measuring stick” whereby management could reduce 
the proportion of the total work force used for mainte- 
nance work. 

Despite their over-all optimism, Mr. Hoffa and Mr. 
Mara are also worried that workers will bear “the full 
impact of the upcoming industrial revolution.” Some 
of the money saved by introducing new equipment 
must be used, they demand, in “retraining workers 
who would otherwise be displaced.” They contend, 
also, that a portion of the savings must be given 
back to the worker in the form of higher salaries. 
In addition, Mr. Hoffa seeks a lump-sum payment to 
the displaced worker to ease his departure from the 
job. This displacement, he further urges, should occur 
at a time when the labor market can most readily ab- 
sorb the employee. 


Public Employees in Collective Bargaining 


Times have changed from the days when union 
organization of public employees was viewed as an 
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act of “near rebellion,” states the International Fire 
Fighter, official publication of the 93,000-member In- 
ternational Association of Fire Fighters, AFL-CIO. 
Now the right of these employees “to organize is gen- 
erally recognized.” 

But, the union warns, the exact collective bargain- 
ing status of the public employees still varies widely 
from state to state. For instance, the union magazine 
states that in Montana the State Highway Depart- 
ment employees have a union shop contract. But the 
law in North Carolina prohibits union membership of 
public employees engaged in “law enforcement or fire 
protection.” 

Historically, the main impediment to unionization 
among public employees, asserts the union monthly, 
has been the theory that their employer is the “people 
as a whole.” Thus, the exercise of union power was 
considered to be a “threat” to the rule of the people. 
Appreciation of this doctrine by many courts is one of 
the reasons, the union contends, that special groups, 
such as the police, are not unionized. 

Today, in many parts of the country where public 
employee unions exist, the union magazine reports, 
these groups have the right to petition collectively but 
not to bargain collectively. In these situations, the 
union presents its arguments on working conditions 
and may submit its requests with an accompanying 
brief. Recently, the American Federation of State, 
County, and Municipal Employees endorsed such a 
petition to the governor of Rhode Island seeking ap- 
proval of an $8 weekly wage increase for all state 
employees. 

Of late, the article continues, many new collective 
bargaining relationships between public employees 
and cities, counties, and states have been established. 
These collective bargaining relationships, the Inter- 
national Fire Fighter says, have come about by diverse 
methods: 


e By statute—a New Hampshire law permits 
“towns to recognize unions of employees and make 
and enter into collective bargaining contracts with 
such unions.” 

e By court action—in Missouri, the right of pub- 
lic employees to organize was guaranteed in this 
way. 

e By city charter—provisions in the Tacoma, 
Washington charter allow the city “to bargain col- 
lectively with any employee group or representative 
thereof.” 
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e By executive order—in New York City by its 
mayor. 


In addition, the union paper says that collective 
bargaining relationships have been established in still 
other jurisdictions with other methods. In these areas, 
the International Fire Fighter remarks, “almost pure 
collective bargaining practices” have evolved through 
“oradually changing relationships.” 

Assuming they have the right to organize, will pub- 
lic employees respond to unionization? “Yes,” says an 
article appearing in The Public Employee, official 
journal of the State, County and Municipal Employees 
union. “Copies of agreements we receive,” declares the 
union, “demonstrate beyond a doubt not only the 
mounting interest by public employees in our union 
but also the growing realization by government offi- 
cials of the advantages that accrue to public service 
from a contract with our union.” 


Union Officials Study New Labor Law 


Labor is continuing its efforts to educate the leaders 
of both international and local unions, as well as indi- 
vidual union members on the “problems posed by the 
Landrum-Griffin Act.” 

At the winter meeting of the AFL-CIO secretary- 
treasurers’ conference, AFL-CIO General Counsel J. 
Albert Woll discussed the new union reporting forms 
and interpreted the bonding provisions. The secretary- 
treasurers were warned that a wide range of rates is 
being demanded by surety companies for the “faithful 
performance” bonds required under the act, reports 
the AFL-CIO News. And many of these rates are 
described as high. The union officials were also ad- 
vised to make sure that the bonds obtained by their 
unions are secured by one of the 387 bonding com- 
panies which have been cleared by the Department of 
Labor. 

At the same time education programs are also being 
conducted by the various international unions to en- 
able their local officers to conform to the new regula- 
tions. Light, the official monthly of the Utility Work- 
ers Union of America, declared that each of its union’s 
five regions have held meetings at which Secretary- 
Treasurer William Pachler has lectured to local union 
officials. 

Elsewhere, at a regional meeting of the Allied In- 
dustrial Workers, the local representative of the 
United States Department of Labor was present to 
assist the local secretary-treasurers in filling out the 
new forms. 


AFL-CIO Aids New Labor Institute for 


Asians and Africans 


The AFL-CIO has contributed $50,000 to Histadrut, 
the Israeli Federation of Labor, to help train Asians 
and Africans in the operation of trade unions. 


This is the first installment of a gift of $175,000 au- 
thorized by the AFL-CIO executive council to help 
set up an institute of labor studies that is expected to 
open in Tel Aviv later this year. The trainees will be 
recruited from the emerging labor movements on these 
two continents. 

The gift will be used to grant scholarships to sixty 
students for a six-month term of study at the institute. 
Courses of study, the AFL-CIO News reports, will 
include labor economics, the history of the labor move- 
ment in industrial and other countries, the role of 
trade unions and cooperatives in developing countries, 
problems of agriculture, investment policy and the 
role of the state. Field trips that will enable the stu- 
dents to examine the operations of Histadrut have 
also been planned. 


OEIU Revamps White Collar Drive 


To counteract what he calls “greater opposition 
than ever before” to white-collar unionization efforts, 
Howard Coughlin, president of the Office Employees’ 
International Union, has proposed a program of 
stronger organizational activity by locals and better 
utilization of the services of international representa- 
tives. 

Under this plan, all local unions will be “required to 
institute organizational work.” Years ago, the union 
president recalls, the international representatives 
were assigned to areas where “substantial evidence of 
interest in unionization existed.” It was up to the 
local unions to provide the international with this 
evidence. In the past year, however, “due possibly to 
the organizational climate created by the McClellan 
committee hearings and by legislative reverses,” local 
unions have not been as active in the organizational 
field. As a result, White Collar, journal of the Office 
Employees, points out, international representatives 
are not being assigned to as many “live leads” as in 
the past. 

To give further insurance that the international 
representatives will have time for these organizational 
activities, Mr. Coughlin directs that they will perform 
service tasks for local officials only when it becomes 
“absolutely necessary” to do so. This, the union 
monthly reports, is consistent with the international’s 
basic philosophy of local autonomy and local responsi- 
bility for conducting its own affairs. As a result of this 
policy, continues White Collar, the union has one of 
the lowest per capita assessments of any international. 

Instruction to local leaders on better performance 
of their jobs will continue as before, the union news- 
paper says, through semiannual organizational con- 
ferences. These conferences include extensive sessions 
on grievances, collective bargaining, automation, 
NLRB procedures, and organizational techniques. 

Joun J. McKew 
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Wage and Fringe Developments in Bargaining 


A new Miller Brewing contract grants office employees four weeks’ vacation after nine 
years. A general wage increase and a new holiday were also negotiated 


HE NEW CONTRACT between the Miller Brew- 

ing Company, Milwaukee, Wisconsin and the 
Office Employees’ International Union grants three 
weeks’ vacation after five years’ service and four weeks 
after nine years. In addition, the two-year contract 
provides a 3.5% general increase, retroactive to De- 
cember 1, 1959, with an additional 3% increase de- 
ferred until March 1, 1961. An added day off (Good 
Friday) brings the holiday total to eleven and one-half 
days. 

Under the contract, employees with from one to 
five years’ service get two weeks’ vacation, while those 
with less than a year’s service get prorated vacations 
amounting to one-twelfth of eighty hours for each 
month’s employment. In computing prorated vaca- 
tions (including those for employees entering their 
fifth or ninth year of service) the month in which the 
employee starts to work is counted only if his date of 
employment occurs on or before the 15th. If he starts 
during the last half of the month, prorating begins the 
following month. 

Vacation rights in the new contract are not affected 
by the first thirty-three days of absence from work. 
But if the employee is absent in excess of thirty-three 
days, his vacation period is prorated on the ratio of 
days worked (plus the permitted thirty-three days’ 
absence) in the vacation year to total annual working 
days (260). When absent, employees will continue to 
accrue vacation benefits but will not be able to take 
their vacations until they return to work. 

The amount of earned vacation that may be taken 
at any given time is subject to company production 
requirements. In general, two-week periods are granted 
where possible. Employees eligible for more than two 
weeks may take the whole vacation at one time only 
if company operations permit. In addition, employees 
who request a specific vacation period by May 1 of 
each year will be advised by the company by May 15 
of the same year whether their vacation may be taken 
at the requested time. 

The clause further stipulates that employees who 
retire on or after their normal retirement date will be 
paid for any earned but unused vacation accrued dur- 
ing the vacation year in which they retire. In the 
event of an employee’s death, any earned but unused 
vacation will be paid to his estate. 
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Savings Fund Financed by C-of-L Float 


At the Monroe Steel Castings Company, Monroe, 
Michigan, employees are provided with year-end 
money from an unusual savings fund that is financed 
by the cost-of-living escalator. 

In 1955, the company’s cost-of-living clause (which 
was not included in competitors’ contracts) was sus- 
pended after it had created a 17-cent float. At that 
time, 11 cents of the 17-cent float was diverted to the 
company savings fund, and the remaining 6 cents was 
incorporated into base rates. 

Late in 1957, the escalator clause was resumed, and 
by early 1959 another 11-cent float had been accumu- 
lated. Under the present contract with the United 
Automobile Workers, which expires in February, 1962, 
this new 11-cent float is being transferred to the say- 
ings fund, making the total company contribution 22 
cents an hour for each employee. This contribution is 
considered part of wages for all purposes except in- 
centive compensation. 

Distributions are made from the fund each year 
around December 1. Last December, employees each 
received about $400. This year and next, it is estimated 
that the pay-out will be between $450 and $500 per 
worker. Employees use the money for Christmas shop- 
ping and to pay real estate taxes which fall due at that 
time of the year. An official of the company reports 
that employees “love it,” and the company gets more 
productivity as a result. 


Glass Container Industry Gets Regional Contract 


For the first time in the glass container industry, a 
regional contract has been negotiated. The Glass Con- 
tainer Manufacturers Institute (representing seven 
West Coast manufacturers) settled recently on a 
single contract with the Glass Bottle Blowers Asso- 
ciation, AFL-CIO. The contract covers 6,000 produc- 
tion and maintenance employees in Oregon, Washing- 
ton, and California. In previous years the companies 
had negotiated on an individual basis, and therefore 
contract provisions varied. This meant that in order 
to arrive at the present uniform agreement, some com- 
panies had to make greater concessions than others, 
depending upon the terms of the previous contracts. 


(Text continued on page 36) 


Significant Pay Settlements 


Company, Union! and Duration of Contract 


American Can Co. with 

IAM at all company locations 2,500 hourly 
Retroactive to 12-1-59 (signed 1-28-60). Con- 
tract expired 
New contract: 3 years 


cae Fy Radiator & Standard Sanitary Corp. 
wit 
Steelworkers at bond and stamping plants in 
Buffalo, N. Y. 1,365 hourly 

Retroactive to 8-1-59. Contract expired 

New contract: 3 years 


Atlas Chain & Mfg. Co. with 

UAW in West Pittston, Pa. 206 hourly 
Effective 3-1-60. Contract expired 
New contract: 2 years 


Emerson Radio & Phonograph Corp. with 

IUE in Jersey City, N. J. 1,600 hourly 
Retroactive to 1-25-60 (signed 4-11-60). Con- 
tract expired 
New contract: 18 months 


Ed Friedrich, Inc. with 

IUE in San Antonio, Tex. 725 hourly 
Retroactive to 12-18-59. Reopener 
Contract expires: 12-17-60 


Glass Container Mfgrs. Institute with 

Glass Bottle Blowers on West Coast. 8,000 hourly 
Effective 3-1-60. Contract expired 
New contract: 2 years 


Metropolitan Lithographers Assn., Inc., with 
Amalgamated Lithographers in metropolitan New 
York 8,000 salaried 

Effective 5-1-60. Contract expired 

New contract: 2 years 


Minneapolis Moline Co. with 
UAW in Minneapolis and Hopkins, Minn. 153 
clerical 
Effective 2-1-60. Signed: 3-9-60. Contract 
expired 
New contract: 2 years. Reopening 11-1-60 


National Seating Co. with 

IUE in Mansfield, Ohio. 350 hourly 
Effective 3-3-60. Contract expired 
New contract: 2 years 


Rome Cable Corp. with 

IAM in Rome, N. Y. 740 hourly 
Retroactive to 12-14-59. Contract expired 
New contract: 3 years 


Elie Voland and Sons, Inc. with 

IUE in New Rochelle, N. Y. 
Effective 4-30-60. Contract expired 
New contract: 3 years 


Pay Adjustments 


DURABLE MANUFACTURING 


7¢ per hour general increase; increase in slope of 
wage curve 

Deferred increase: 7¢ per hour effective 12-1-60 
and 12-1-61 


No immediate increase 

Deferred increase: 7.0¢ per hour effective 12-1-60 
and increment adjustment of $.002; 7.0¢ per 
hour effective 10-1-61 and increment adjust- 
ment of $.001; escalator clause continued, with 
increases limited to 2¢ on 12-1-60 and 3¢ on 
10-1-61 (with increases in insurance costs off- 
set against cost-of-living adjustments) 


12¢ per hour general increase 

Deferred increase: 5¢ per hour effective 9-1-60; 
5¢ per hour effective 3-1-61; 5¢ per hour effec- 
tive 6-1-61 


7¢ per hour general increase, plus 1¢ per hour 
inequity fund providing additional 3¢ to 5¢ 
inequity adjustments for maintenance, TV 
trouble shooters, shipping and receiving stock 
personnel and others 

Deferred increase: 4¢ per hour effective 1-23-61 


13¢ per hour general increase; new minimum rate 
of $1.38 per hour 


From 5¢ to 12¢ an hour increase 

Deferred increase: 5¢ to 9¢ an hour (or 3%) gen- 
eral increase depending on location and shift 
premium increased to 8¢ and 12¢ an hour, 
effective 3-1-61 


$4 per week increase to employees in miscellane- 
ous lithographic classification and $5 per week 
to all other employees 

Deferred increase: $4 per week increase to mis- 
cellaneous lithographic and $5 per week to 
all others, effective 5-1-61 


6¢ to 13¢ per hour general increase 


5¢ per hour general increase; additional 29¢ ad- 
justment for tool and die makers 

Deferred increase: 3¢ per hour effective 9/60; 
7¢ per hour effective 3-1-61 


8¢ per hour general increase 
Deferred increase: 7¢ per hour effective 12-12-60; 
7¢ per hour effective 12-18-61 


10¢ per hour general increase; new rates of $1.65 
to $3.10 per hour 

Deferred increase: 5¢ per hour effective 2nd year; 
additional 5¢ per hour effective 3rd year 
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Fringe Adjustments 


Revised: Health and welfare benefits; pensio 
benefits; SUB plan 


Revised: Pension and insurance plans similar t 
basic steel agreement 


Added: Funeral leave; 14-paid holiday 
Revised: Sickness and accident benefits 


Added: Blue Shield surgical plan effectiv 
11-1-60 


Added: Holidays falling on Saturday or Sunda 
to be observed on Friday or Monday 


Added: 7th paid holiday 
Revised: Pension and health benefits 3-1-61 


Added: Education and training fund 
Revised: Health-welfare benefits 


Revised: Increased pension, hospitalization an 
insurance benefits 


Added: Pension plan; supplemental jury dut 
pay 
Revised: Hospitalization 


Added: Jury duty pay 
Revised: Pension benefits 


Added: Employer contribution for pensions of ¢ 
the Ist year, 4¢ the 2nd year, and 3¢ the 3r 
year 
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Significant Pay Settlements—continued 


Company, Union! and Duration of Contract 


erkshire Hathaway Inc. with 

extile Workers (TWUA) and Fall River Loom- 
gers’; Fall River Drawing-In; Knot Tiers’ & Warp 
wisters’ Assn.; Fall River Slasher Tenders’ & 
Zelpers’ Assn.; all ind. in New Bedford and Fall 
River, Massachusetts, and Rhode Island, 5,700 
ourly 

Effective 4-15-60. Wage reopening 

Contract expires 4-15-62. Next reopening 

4-15-61 


igelow-Sanford Carpet Co. with 
i ji Employees in New York, N. Y. 211 sal- 
ie 

Effective 1-3-60 (signed 3-2-60). Contract 
expired 

New contract: 2 years. Pension reopening 
1-3-61 


international Minerals & Chemical Corp. with 
hemical Workers in San Jose, Calif. 166 hourly 
Retroactive to 11-1-59. Contract expired 
New contract: 3 years 


ohn Lucas & Company, Inc. with 

Painters at Gibbsboro, N. J. 240 hourly 
Retroactive to 2-1-60. Contract expired 
New contract: 1 year 


ier Brewing Company with 

Vfice Employees in Milwaukee, Wis. 
Effective 3-1-60. Contract expired 
New contract: 2 years 


he Outlet Co. with 

RW DSU in Providence, R. I. 700 salaried 
Effective 3-7-60. Contract expired 
New contract: 3 years 


Pennsalt Chemicals Corp. with 

)CAW in Wyandotte, Mich. 275 hourly 
Effective 3-1-60. Contract expired 
New contract: 2 years 


bchenley Distillers (formerly Park & Tilford Dis- 
illers) with 
Brewery Workers in Brownsville, Pa. 
Retroactive to 1-1-60. Contract expired 
New contract: 15 months 


olar Varnish Corp. and Solar Compounds Corp. 
ith 

DCAW in Linden, N. J. 
Retroactive to 1-1-60. Contract expired 
New contract: 1 year 


irst National Stores, Inc. with 
eat Cutters in Massachusetts, New Hampshire, 
onnecticut, Maine and Rhode Island 9,000 
hourly 
Retroactive to 2-8-60. Contract expired 
New contract: 2 years 
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Pay Adjustments 


NONDURABLE MANUFACTURING 


5% general increase effective 4-18-60 
Minimum wage now $1.315 per hour 


$3 to $5 per week general increase 
Deferred increase: $2 to $4 per week effective 
1-3-61 


3% general increase; cost-of-living allowances 
frozen into base rates (5¢ ceiling on further 
cost-of-living adjustments each year); 8¢ (was 
7¢) per hour shift differential; additional clas- 
sification adjustments of 10¢ 

Deferred increase: 214% increase effective in 
both 2nd and 3rd year 


5% general increase (11.5¢ per hour average) 


3.5% general increase retroactive to 12-1-59 
Deferred increase effective: 3% 3-1-61 


No general increase now 

Deferred increase: $2 per week effective 3-7-61; 
$2 per week effective 3-7-62; quotas for straight 
commission sales people to be cut, with exact 
amount to be determined 


9.5¢ per hour average general increase; 5¢ of 
existing cost-of-living allowance incorporated 
into base rates 

Deferred increase: 8¢ per hour effective 3-1-61 


416¢ per hour general increase; 7¢ and 10¢ (were 
5¢ and 8¢) per hour shift differentials 


10¢ per hour general increase 


NONMANUFACTURING 


$4 per week general increase for journeymen 
meat cutters and men clerks, $5 for women 
clerks at top of progression ladder 

Deferred increase: Same increase as above in 2nd 
year; 15¢ to 50¢ per hour increase over the two- 
year contract period for part-time employees 
at top of progression scale 
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Fringe Adjustments 


No change 


No change 


Added: 3 weeks’ vacation after 10 years 
Revised: Sick-leave provisions 


Revised: Retirement plan; disability benefits 


Revised. Vacation provisions 


Revised: Hospital benefits and life insurance 


No change 


No change 


Revised: Sick-leave provisions 


Added: New vacation schedule providing 1 week 
after 1 year, 2 weeks after 2 years, 3 weeks 
after 10 years and 4 weeks after 20 years; 20 
hours paid vacation for part-time employees 
after 1,000 hours 


Significant Pay Settlements—continued 


Company, Union! and Duration of Contract 


Sears, Roebuck & Co. with 

Teamsters ind. in Boston, Mass. 365 hourly 
Effective 2-1-60. Contract expired 
New contract: 2 years 


Southern California Edison Co., Steam Genera- 
tion Division with 
Utility Workers in Etiwanda, Redondo Beach, 
Huntington Beach, El Segundo, Long Beach and 
Oxnard, Calif. 410 hourly 
Retroactive to 1-1-60. Wage reopening. Con- 
tract expires 12-31-60 


Springfield Gas Light Co. with 
District 50, UMW, ind. in Springfield, Mass. 180 
hourly 


Pay Adjustments 


15¢ per hour general increase; additional 5¢ for 
servicemen, 714¢ for outside servicemen in lieu 
of compensation previously received under in- 
centive arrangement 

Night shift differential increased 5¢ an hour to 
15¢ for time worked after 6 p.m. 

Deferred increase: 5¢ per hour general increase, 
additional 5¢ an hour to servicemen effective 
2-1-61 


No change 


416% (9.5¢ to 15.9¢ per hour) general increase; 
new rates of $2.24 per hour for janitor to 
$3.675 for Technician, Test A 


No change 


8¢ per hour general increase No change 


Fringe Adjustments 


Retroactive to 1-1-60. Wage reopening. Con- 
tract expires 12-31-60 


1 All unions are affiliated with the AFL-CIO unless otherwise indicated. 


Wage rates in the two-year master agreement are 
upped by amounts ranging from 6 to 12 cents an hour 
for the first year and from 5 to 9 cents for the second. 
Shift differentials, set at 6 and 9 cents an hour the first 
year, become 8 and 12 cents the second. If an employee 
becomes unable to perform his regular job because of 
physical disability, he may be transferred to more 
suitable work at special rates of pay. 

The contract requires each company to maintain a 
comprehensive group life and health insurance pro- 
gram by contributions of not less than 5 cents an hour 
the first year and 6 cents the second year. Details of 
each company’s plan, including the amount of em- 
ployee contributions, are to be worked out between 
the company and the union. And employees will share 
equally with the company any increase in insurance 
costs after March 1, 1961. 

While details of the pension plan are also left for 
individual company negotiation, basically, the retire- 
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ment benefit is equal to $2 per month per year of 
service, with a maximum benefit of $70 a month. On 
March 1, 1961, disability and early retirement benefit 
provisions become effective. An employee who is total- 
ly and permanently disabled (at or after age fifty with 
twenty years’ service) gets monthly disability benefits 
equal to $2 per year of service up to $70. Early retire- 
ment may be granted to employees at age fifty-five or 
older with twenty years’ service. 

The West Coast contract also liberalizes vacation 
schedules by granting three weeks’ vacation after ten 
years. An added holiday brings the total to seven. 

A nationwide contract of a similar nature was also 
negotiated by the Glass Container Manufacturers In- 
stitute and the Glass Bottle Blowers Association 
(machine operators, machine upkeep men and related 
workers) in Miami Beach, Florida. 

N. Beatrice WortHy 
Division of Personnel Administration 


Studies in Personnel Policy 


. 175—Forms and Records in Personnel Administration 

. 174—Severance Pay Patterns in Manufacturing 

. 173—Compensation of Top Executives 

. 172—Preparation for Collective Bargaining 
171—Company Medical and Health Programs (Revised) 
170—Automobile Allowances for Sales Personnel 
169—Statements of Personnel Policy 
168—Charting the Company Organization Structure 

. 167—Clerical Salaries in Eighteen Cities 

. 166—The Alcoholic Worker 

. 165—Organization of Staff Functions 

. 164—Clerical Salaries in Twenty Cities 

. 163—The Company and the Physically Impaired Worker 

. 162—Sharing Profits with Employees 
161—Selecting Company Executives 
160—Executive Development Courses in Universities (Revised) 
159—Trends in Company Group Insurance Programs 
158—Labor Relations in the Atomic Energy Field 

. 157—Preparing the Company Organization Manua! 

. 156—Time Off with Pay 

. 155—Unionization Among American Engineers 

. 154—-Company Payment of Moving Expenses 

. 153—Improving Staff and Line Relationships 
152—-Employment of the College Graduate 
151—Tuition Aid Plans for Employees 
150—Handbook of Union Government, Structure and Procedures 
149—Pension Plans and Their Administration 

. 148—Retirement of Employees—Policies, Procedures and Practices 

. 147—Company Health Programs for Executives 
146—Company-Paid Sick Leave and Supplements to Workmen’s Compensation 
145—Personnel Practices in Factory and Office 


In the May Business Record 


Consumer Markets: High Level in Low Gear—tThe first in a new ‘’Business Record’’ 
series on consumer markets, this article considers the retail trade picture for 
the first quarter of 1960. It examines major elements contributing to the 
less than impressive rate of retail business during the period, noting bad 
weather and the leveling off of personal income as significant factors. Also 
included are updating figures for over eighty statistical indicators relating to 
the consumer sector, to be presented monthly in conjunction with the Board’s 
ig gine “A Graphic Guide to Consumer Markets’’ (sponsored by 
‘Life’’). 


Capital Invested in Corporate Industry—A new Conference Board series shows a 
nearly $700 increase from 1956 to 1957 in capital invested per employee in 
all corporate industry. The new series complements the Board’s long-standing 
series on capital invested per production worker in manufacturing and includes 
data on all employees (production and nonproduction) in both the manu- 
facturing and nonmanufacturing sectors of corporate industry. The present 
report submits figures for the 1948-1957 period and concentrates on per 
employee investment in the five major nonmanufacturing groups. 


Insurance for Traveling Employees—A significantly higher proportion of surveyed 
companies now provide some form of insurance against business travel hazards 
than did in 1956, according to two Board surveys of manufacturing firms. 
Travel insurance protection is supplied by approximately three out of four 
of the responding companies, compared with the two out of three firms report- 
ing such programs in the similar survey conducted in 1956. The present 
report analyzes a variety of travel insurance programs and contains tabular 
material on the type of coverage, types of employees covered, amount of 
benefits, and estimated costs. ; 


Unemployment Insurance Solvency Outlook—Ten of the eleven states whose 
unemployment insurance funds’ solvency in any forthcoming recession has 
been doubted will have sufficient reserves, according to their insurance 
administrators. Only Alaska seems uncertain of the adequacy of its funds 
to cope with another downturn. In this article, data are drawn from ad- 
ministrators’ comments in response to an interstate conference questionnaire 
on their means of handling financial problems. 
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